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1. Purpose and Scope of the Review

Mercator Advisors LL®ercator)was retained by the North Carolina Turnpike Authority (NCTA) to
review theComprehensive Agreeme(itA) between th&lorth CarolinaDepartment of Transportation
(NCDOTandI-77 Mobility Partners LLPrivate Partner)the private consortiumawarded the contract
to finance, develop, design, construct, operate and maintain{he Express Lanes Projetdgject or
Express Lanes Projgct

Mercatoris a financial consulting firm that specializes in providing strategic advice to public agencies
undertaking large and complex capital investments. Theli@sparticular expertisavith infrastructure
financings thatncludetax-exempt tol revenue bonds antbans provided under the federal
Transportation Infrastructure Finance and Innovation Act (T {fi#gram

The primary purpose of threview is toidentify and evaluatepotential policy options that might
address questions and noems expressedy members of thepublicregardingimplementation ofthe
high occupancy toll (HOBylesconcept and certain provisions in ti@& Mercators scope of work
includes:

1 Analyzing the allocation of key project riskghe CAand the potentiafinancial liabilities assumed
or shared by each partngr

1 Reviewing comments and suggestions submitted by project stakeholders and the podlic

9 Evaluating the merits and potential costs associated with various policy optiahsding, but not
limited to, termination of the CA, renegotiation or modification of the CA to achieve certain policy
objectives or to facilitate the purchase of the completed facility by a public entity

2. |-77 Express Lanes Project

TheExpress Lanes Projgobvidesimprovementsalong nearly26 miles of the +77 corridor north of
Charlotte including the conversion of existihggh occupancy vehicle (HOV) lategxpress lanes and
the construction of new express lanasdtwo majorinterchanges As shown in Figure 1 on the next
page, he Express Lanes Projastcomprised ofhree sections:

In the North Section, onexpresdane will be constructed in eadalirection on a ninemile section of477
from NC150 (Exit 36) to the interchange @atawba Aveue (Exit 28)There are currently two general
purpose lanes in each direction and HOV lanen that section of 477.

The Central Sectignvhichis approximately 15 miles long@xtends from Catawba Avenue (Exit 28) to
just north of thel-85interchange (Exit 13A portion of the Central Sectiofapproximately five miles)
currently haghree general purpose lanes and oH®V lane in each directioriThe remaindeof the

! Sincehigh-occupancy vehiclesith three or more people (HOV 3aid other exempt vehiclesill be able to
use the 477 toll lanes without charge if they haC Quick Paf4transpondersthe toll lanes are often

referred to as HOT lanes priced managed lan&s C2NJ LJzN1J2aSa 2F (KAa NBLRNIZ

generally used for the tblanes.
4

l.".I
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Central Sectiohasthree ortwo general purpose landa each directiorand no HOV lanes. Thgigting
HOV lanes will be converted éxpresdanes and extendethe full length of the section anasecond
expresdanein each direction (adjacent to the converted HOV lamidl)be constructed within the
median

Figure 1: Express Lanes Project Map
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TheSouth Sectiomxtends approximately two miles from north of th&% interchange (Exit 13) tan
interchange with277 (Exit 11)n Uptown Charlotte There are currently four general purpose lanes in
each direction and one HOV lane in the southbound directlomprovementsto the South 8ction
include converting thexisting southbound HOV lane tm &xpresdaneandconstructing a second
expresdanein the southbound direction Two northboundexpress lanes will be constructed ei7
includinga flyover bridge prowding direct acces®r expresdane userdo and froml-277.

3. Express Lanes Project Development and Status

This sections intended toprovide context for the risk allocation analysis and the review of public
comments. It describeghe initial development of the express lanes concept, tioenpetitive
procurement procesthat resulted in thecontract withthe Private Partnerthe anticipated sources and
uses of funding secured for thexpress Lanes Projeeimendments made tthe CAafter it was
executed and the status ofthe designand constructionwork.

3.1 Initial Development of the Express Lanes Concept

In May 2010, the Mecklenbufgnion Metropolitan Planning Organization (MUMRylorsed the
concept of converting the existing HOVdaron 177 toexpresdanes and extending them to at least Exit
28. The action was taken after considering the results of NCDOT feasibilitgsttuat indicatedthe
express lanewould provide an incentive for increased transit use and rideshaaimdjimprove trael
times in the existing general purpose langgil funding could be secured to widés77.2

The 2010 feasibility study indicated that toll revenue generated by the express lanes could cover annual
operating expenses buhaynot be suficient to finance thdotal costfor design and constructionA
public-private partnership (P3yvith private financingvasidentified & a potential optiorfor
considerationbut NCDOThitially pursuedpublic unding. In August 2010, NCDQ@libmittedan

applicationto the United States Department of Transportation (USDiOTyrantfundingunder the
competitiveTransportation Investment Generating Economic Recovery (TiB&Ram The grant

request was for $30.1 million, approximately p&rcent of theestimated $56.9 millioost(in 2009

dollars) to convert the existing HOV larms}77 and extend one express lane in each direction north to
locations near Exit 28. Proceeds from toll revenue bonds were expected to cover approximately $21.7
million (38%)of the projectcostandMUMPO had endorsethe use ofCongestion Mitigation and Air
Quality (CMAQfundingto pay for$5 million (9%) othe projectcost

Letters of support for th010TIGER grant applicatievere provided byhe North Carolina
congressional delegatiofMUMPQand several organizatiasin the Lake Norman are#én October 2010,
USDOT announced thtte project was notawardedthe grant Atotal of $600 millionwas available for
TIGER grants that yeand USDOTeceived nearly 1,000onstruction grant applicationgquesting
more than $19 billion

? Executive Summary f¢77 HOV to HOT Conversion Stislgvailable at:

https://connect.ncdot.@v/projects/planning/FeasibilityStudiesDocumentS405_Feasibilinstudy0810B _Executive
Summary2010.pdf



https://connect.ncdot.gov/projects/planning/FeasibilityStudiesDocuments/I-5405_Feasibility-Study-0810B_Executive-Summary-2010.pdf
https://connect.ncdot.gov/projects/planning/FeasibilityStudiesDocuments/I-5405_Feasibility-Study-0810B_Executive-Summary-2010.pdf
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Inearly2011, NCDOWorked withmembers of the Technical Coordinating Committee (T€@dgntify
federal funds programmed for futuienprovementsalong North {77 that could be used taccelerate
the express lanes projec{The TCChe technical advisory committee to MUMP®¢comprised obtaff
from memberagencies andtakeholders).Thereprogrammedederal funds together with the
estimated poceeds from toll revenue bond proceeddlowed the express lanes project (one in each
direction to Exit 28) to be included in the list of proposed amendments td-tbeal Year (FY) 262218
Transportation Improvement Program (TtRat wasreleased forpublic comment in April 20110n July
20, 2011, MUMPO adopted the TIP aathendedthe 2035 LongRange Transportation Plan (LRIP)
includethe publicly funded express lanpsoject.

3.2 P3 Procurement Process

In September 201INCDOT informed MUMPO thatwas evaluatinghe feasibility of using a R3oject
deliveryapproachfor the express lanes projectin a presentation to the T4 October 2011NCDOT
outlined several scenarios that were being examinadludingexpanding the project scope to extend
the express lanesouth tol-277 and/or furthemorth to Exit 33 or Exit 38nd adding a second express
lane in each directiof.

In November 201INCDOprovided an update to MUMP®N the potential P3 procurement. During the
discussion, it was noted that thminimum occupancy level to qualify for free use of the express lanes
could beincreased from two or more people to three or moCDOT and its P3 advisors conducted a
educatian sessioron P3s foMUMPO members odanuary 18, 2012.

NCDOT initiated the P3 procuremét issuing a Request for Qualifications (RFQ) on February 15, 2012.
Thecompetitiveprocurementprocesdollowed guidelinegstablished inthe Public Private Pargrships
Policyand Proceduresadopted by the North Carolina Board of Transportation in June 20009.

On February 23, 201RCDOheld an industry forum for companies interested in forming teams to
pursue the opportunity to develop, design, build, finanoperate and maintaithe Express Lanes
Projectfor up to 50 yeas. NCDOT and i83advisorsoutlined an aggressive procurement schedule with
the Request for Proposals B® to be issued in Jun2012, the proposals due in September 2012 and
commerciaklose in December 2012To ensure transparency, the industry forum presentations and
drafts of all procurement documents were posted on the NCDOT website.

After the industry forum, Eeven majordevelopersand contractorsrequested oneon-one meetingswith
NCDOT anits advisors tadiscusghe proposedExpress Lanes Projedtour consortissubsequently
submitted statements of qualificati@mio NCDODy the March 5, 2012 deadline NCDO®Evaluated
the financial qualifications and relevant experience afleteam as well as its proposed approach to
developing theExpress Lanes ProjedDn March 30, 2012, NCDOT announced that each of the four

3http://WWW.(:rtpo.orq/PDFs/AqendaMinutes/2011/Presentations/TCC 2011 10 October_Presentation 02.pdf

* Current version of th@ublic Private Partnerships Policy and Proceddogsiment is available at:
https://connect.ncdot.gov/letting/Design%20Build%20Resources/02.%20Public%20Private%20Partnership%20Polig§%20Ado
€d%2003109-14.pdf



http://www.crtpo.org/PDFs/Agenda_Minutes/2011/Presentations/TCC_2011_10_October_Presentation_02.pdf
https://connect.ncdot.gov/letting/Design%20Build%20Resources/02.%20Public%20Private%20Partnership%20Policy%20Adopted%2001-09-14.pdf
https://connect.ncdot.gov/letting/Design%20Build%20Resources/02.%20Public%20Private%20Partnership%20Policy%20Adopted%2001-09-14.pdf
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potential bidders had been shalisted. As shown in the table belowaJl of the shortlisted teams were
led byinternational developers with private toll concessiexperience

Table 1: Private Sector Teams Qualified by NCDOT to Bid on the Express Lanes Project
Proposer ‘ LeadContractos LeadDesigner

Vinci Concessions, S.A.S. Archer WesterrConstructors, L.L.C  Parsons Transportation

and Blythe Construction, Inc. Group
ACS Infrastructure Development, Inc. anc Dragados U.S.A., Iremd Florence & Hutcheson. Ind
InfraRed Capital Partnetdd. United Infrastructure Group, Inc '

Ferrovial Agroman, S.A.

Cintralnfraestructuras, S.A and W.C. English, Inc

Louis Berger Group, Inc

Lane Construction Corporation HDR Engineering, Inc.

O | Clamesesiees, S and Obrascén Huarte Lain, S.A

A draft of the RFRincludingthe proposed CAwasissuedto the shortlistedteamsin April 201 Zor

review and commentSeveral onen-one meetings were held with the teams to respond to questions
and suggestions regardinige proposedcontractrequirements The P3procurement process slowedar
severalmonthsas the project scope was refined aretjuiredplanningand environmental studiesere
undertaken

Between March 2012 and May 201UMPO (which became CRTPO, @ierlotte Regional
Transportation Planning Organization October 2013)workedwith NCDOT toealuatenumerous
scenariodor converting the existing HOV lanesexpresdanes and extending them north as well as
constructing one or two newxpresdanes in certain sectiorsf I-77. TheExpress Lanes Projeeis
currently defined, waapproved andncluded in the amende@035 LRTP and the TdR May 22, 2013.

An Environmental Assessment (EA) s@asipletedin July 2013 for th&uth andNorth Sections of the
Express Lanes Projed Categorical Exclusion completed for tGentral Setion in July 2012 was
incorporated into the EA to provide one environmental documientthe Express Lanes Projecthe
Federal Highway Administration (FHWA) issued a Finding of No Significant Impact (FONSI) for the
Express Lanes ProjentOctober 2013.

Many additionalone-on-one meetings were held with thiur shortlisted bidders tadiscuss the final
RFP requirementand schedule In addition, &rious preproposal submittalsincluding a preliminary
tolling plan and proposed alternative technicahcepts, were submitted to NCDOT for review

NCDOT issuethhfl versions of the RFP documeatsMarch 18, 2014andset March 31, 2014, as the
due date for submission ¢échnical andinancial proposalsCintra InfraestructurasS.A(Cintra) was
the only team to submit a proposalNCDOT and its advisors evaluated @istraproposal againsinore
than 200 pass/fail and responsiveness criteagawell as internal cost estimates for tBgpress Lanes
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Project On April 11, 2014NCDOT announcéke seletion of Cintraas the apparenbest value
propoer subject to execution of the CA and other requirements.

As requiredunderb 2 NI K/ F NBf Ay |

DSy SNJI f (3pafNODOEUBMItéd / D{ v

reportson the proposed P3 agreemem the Joint Legiative Transportation Oversight Committee,
Joint Legislative Commission on Governmental Operations and the Chairs of the Transpartation
Appropriation Committeesixty days prior to executing the CAhe Board of Transportation concurred
in the award of the contraabn June 5, 204, and the CA was executed dune 26, 2014

3.3 Sources and Uses of Express Lanes Project Funding

Financial close was achieved on May 20, 20&ble 2

below summarizes tlestimatedsources and

usesof the funds secured fordesign and construction difie Express Lanes Project

Table 2: Estimated Sources and Uses of Express Lanes Project Funding (May 2015)

Dollars inMillions®

Private EquityContributions $248 39.1%
Federal TIFIAoan $189 29.7%
TaxExempt Private Activity BondBABS) $100 15.7%
NCDOT Furidg for ConstructiorfFederal) $76 11.9%
NCDOT Furiag for ConstructiofNC Highway Trust Fund) $18 2.9%
Bond Premium and Interest ddond Proceeds $4 0.6%
Total Sources of Funds $636 100.0%
DesignBuild Contract Price $444 69.9%
Tolling $stem and other Project Costs $103 16.3%
Rightof-Way $6 0.9%
Interest during Construction $16 2.4%
Development Fees and Financing Expenses $40 6.2%
Deposits to Reserve Accounts $25 3.9%
Working Capital $2 0.3%
Total Uses of Funds $636 100.0%

Additionalbackgroundnformation about each source of funding is provided below.

EquityParticipants

The financial proposal submitted by CintnaMarch 2014 included $234 million of equity provided by
Cintra. The final equity commitment at financial close ®54.2 million higher witapproximately 90%
provided by Cintra and the remaining amount by Aberdeen GlolbastructurePartners Il, B.

t 2N A2y a
participantsas of December 31, 2016

® Numbers may not add up due to rounding.

2 Fwerk dulsagNdntipéquirddkbly dtlier investorsTable 3shows the equity

{ SOt
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Table 3: Equity Participants as of December 31, 2016

Cintral-77 Mobility Partners, LLC 50.10%
GCM TH Investments, LLC 20.58%
John Laing- 77 Holdco Corp 10.00%
Aberdeen Infrastrature Investment{77 LLC 10.00%
GCM BD Investments, LLC 9.32%

100.00%

Each equity participant is required to maintain irrevocable standby letter of credit or cash collateral
account in amount equal tiis committed but unfunded obligation

Federal TIFIA Loan

TheTIFIA progranmwas authorized by ongress in 1998. dllows theUnited States Department of
Transportation USDOJto provide direct credit assistance to sponsors of major transportation projects
in the form of a loan, a loan guarantee or a line of creliey objectives of the TIFIA credit program
include encouragindgevelopmentof new revenuesourcesand private investment in transportation
infrastructure. It is a critical component of the financing plan for many-staibll facilities because it
provides lowcost financing with flexible repayment terms. The interest rate on the TIFIAdo#me

Express Lanes Projefdr example, is 3.04 percent and no payment of interest or principal is required to
be made during the first five years of operation. The amount of debt service that is required to be paid
thereafter can vary based on avdila cash flow.

The PrivatePartnerwasultimately responsible for obtaining all equity and debt financing for Express
Lanes Projectbut NCDOT initiatéthe process foobtaininga TIFIAoanby submitting a letter of
interest to USDOT in August Z0IThe objective was to work with USDOT to develop a prelimihrlA
term sheet with indicative terms and conditiotesinclude in the RFP document&stablishing common
assumptions and parameters for the potential TIFIA as intended to create &Vel playing field for
the biddersand to expedite USDOT review of the final TIFIA application to be submitted by the
successfubidder.

Based orcommunicationsvith USDOTn late 2012NCDOT and its advisors developed a preliminary
TIFIAerm sheet that was included in tHest addendum to thedraft RFP documents released in August
2013. The prequalified biddersvere required to use the assumptioitsthe TIFIAterm sheetin
developing thé financial proposaland NCDORssuned the risk of anysubsequenthangein the loan
termsrequired by USDOT that hadabstantiainegative financial impagand shaed any change that
had a positive impact)

A key assumption in thereliminaryTIFIA term sheatas a maximum loan amount equal38 percent

of the total project costs eligible for Federal assistarvekich is the maximum percentage that USDOT
has typically provided for approved projectBased on that assumption, Cintra submittefthancial

plan to USDOT iMay 2014 that included $215 million TIFIA LoaAfter extensive credit analysisd
negotiation USDOT agreead April2015to provideup to $189 million for théexpress Lanes Project
(approximately 30 percent of total eligible project costEhe bwer TIFIA loan amount wasfsetin part

10
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by cost reductions achieved byodifying certain provisions in the @A&ior to financial closeand by an
increase in the amount of committed equignd theconstruction funding provided INCDOT

The loan agreement between the Private Partner and USDOT was executed on May 19, 2015. Itincludes
several provisions designed to mitigate tir@ancialrisk to U.S. taxpayers. Given the size of the loan, for
example, the Private Partner was requireddfotain twoinvestment grade ratings. TA@FIA loan is

ratedd . £byCA 0 OK wl (i AjyBBRS LiyjitedIndadditionfhe Private Partner is not

permitted to make any distributions to equity investors during the first five years after substantial
completion andanyequity distributions after that date are subject to several restrictiomae TIFIA

Loan is also subject to mandatory prepaymanter certain conditions.

TaxExempt ABs

In 2005, Congress amended the tax code to allow private degedand operators to access the tax
exempt bondmarketavailable tostates, cities and towns and public agen@easdto permit the

financing ofup to $15 billion ohighway and freight transfer facilities, subject to certain limitations and
restrictions. TheUnited States Secretary of Transportati@responsible for allocatirtpe $15 billionof
private activity bond authoritamong qualified projectsin April 2013, at the request of NCD@BEDOT
provisionally allocated up to $350 millionRABs for théxpress Lanes ProjedExtensions of the PAB
provisionalallocationfor the Express Lanes Projegere approvedoy USDOTh March 2015 and May
2015

The financiaproposal @veloped byCintraincluded $100 million of PABs. In May 2014, iharicial
planfor the Express Lanes Projemdrelated creditinformationwas submittedo the North Carolina
Local Government Commissi@rGCjor review and approval. The L&Zomposed of nine members:
the State Treasurer, the Secretary of State, $iate Auditor, the Secretary of Revenue, and five
membersappointed by the Governoandthe General Assemhly

On April 28, 2015, theGC approved the issuance$dO0 million ofPABs which aran obligation of the

Private Partner angayable solely fronkExpress Lanes Projgetvenues. Pursuant to legislation adopted

in 2012, NCDOT was permitted to serve as the conduit issuthrd@ABs but the dnds do not

constitutea debt ofNCDOTthe Sate of North Carolina, the LGC, or any otirstrumentalityor agency

of the State of North Carolina¢ KS t ! . & | MByFiNkRathés YaR ... . . ¢ o0& 5. w{
The low investment grade ratings are typical for toll facilities that are undestoaction.

Thebond transactiorclosed on May 20, 2015Theaveragecost of thePABSs 4.55 percenaind the

majority of the debt, $80 million, is scheduled to be repaid between 2050 and 2054. The long maturity
is typical for starup toll facilitiesfunded with taxexempt debt but such bonds are frequently
refinancedafter toll operations begin.

NCDOT Fundg for Construction

The prequalified bidders were able to request up to $170 million of public fundirftetp pay costs
associated with th&xpress Lanes Projeawith caps on the amount that could be drawn each ye@he
amountand timingof the requestedpublicinvestmentwas one of the factors to be used in ranking the
proposals.

11
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The financial proposal developed 6yntraincluded a requestor $88.2million of construction funding
(the Public Funds Amourdhd $75 million of contingent funding (tHi2eveloper Ratio Adjustment
Mechanismor DRAM that was not expected to be drawnOn June 1, 2015, tHeublic Funds Amount
was increased to $94 million in accordance withertain adjustmentsequired underthe CAto reflect
the final financing terms

The DRANE only available after substantial completion of tepress Lanes Projeutd Cintracan only
request payment fromm NCDOT if the projected annual net revenue after payment of operating expenses
is not sufficient to pay scheduled debt service on the PABs and theldaRlAThe DRAM payments can

be usedo payoperating expenses ardebt serviceor to makerequired deposits to debt service

reserve accounts.

3.4 Amendments to the Comprehensive Agreement
NCDOT and the Private Partner cegotiate amendments to the G#t any point during the term of the
agreementsubject to certain notice and consent provisions in timaficing documents for the PABs

and TIFIA Loan.

As of June 3@®017, seven amendments tibeennegotiated.Briefdescriptions of th&keychangesare
provided inTable4 below. NCDOPosts all amendments to the CA on its webSite.

Table 4: Amendments to the Comprehensive Agreement

Amendment 1

E he Proj Fi ing D li 7 f 22,201 April 2, 2
January 13, 2015 xtendthe Project Financing Deadline by 70 days from January 22, 2015 to April 2,

Amendment 2

March 27, 2015 Extendthe Project Financing Deadline by 45 days to May 17,.2015

Amendment 3

April 28, 2015 Extendthe Project Financing Deadline by 10 days to May 27,.2015

Clarifies calculation of final Public Funds Amount; extends period for W@EMOT retains
responsibility for maintenance of the general purpose lane pavement and other existin
assetgo March 31, 2017modifies povisions for payment of work required by NCDOT tg
enhance cross slopesdother surface coursenprovements and redces ertain
transaction fees for electronic toll collections services

Amendment 4
May 12, 2015

Amendment 5

Updates ertain definitions and exhibits to refleetdjustments made at financial close.
June 12015

Amendment 6 | Establishetechnical provisionfor construction, operation and maintenance of Custome
October 4, 2016 | Service Center and maintenance facilities.

Extends period for which NCDOT retains responsibility for maintenance of the general
purpose lane pavement and other existing assets to October 1, Z@iiis NCDOT liability
for potential impacts of reconstruction of85 interchangeclarifies reportingand
performance requirements for O&M workeduces Public Funds Amount to $87.13 millio
to reflect certain changes to design and technical provisions.

Amendment 7
March 29 2017

6 https://connect.ncdot.gov/letting/Pages/DesigRuildLettingDetails.aspx?let_id=I
77%20High%200ccupancy%20Toll%20Lanes
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3.5 Status of Design and Construction

NCDOTssueal Notice to Proceed #(INTP1pn August 22, 2014vhich authorized the Private Partner to
proceed with certairproject development angreliminarydesign worlprior to financial closeNotice
to Proceed 2 (NTR) was issued on May 28, 20fdilowing financial close

Approximately $18 million had been expended as Becember 31, 201&ccording to the audited
financial statementgor I-77 Mobility Partners That amount include$8 millionthat wascontributed by
NCDOTor NTP1 worlprior to financial closeTable5 shows theamount exendedfrom each funding
sourceas of December 31, 2016 and the totstimatedexpendtures throughJune 302017.

Table 5: Project Expenditures by Source of Funding

Dollars in Millions

Amount Expendeds of Estimated Amount Expendec

December 31, 2016 as ofJune30, 2017’
Private Equity Contributions 2.5 2.5
Federal TIFIA Loan 46.4 97.4
TaxExempt Private Activity Bonds 100.0 100.0
NCDOT Fundirfgr Construction 13.2 16.7
Total Sources of Funds $ 162.1 $ 216.6

Construction progress is closely monitored by NCIMZDOBN the credit agencies that assigned
ratings to the PABs and TIFIA Lo&@mn a quarterly basia,technical advisor approved bisDOT
(currentlyOve Arup & Partners P)@eviews and confirms the information providég the Private
Partnerin monthly construction progress reportg&igure2 below showsthe reportedconstruction
progressas ofMay 31, 20172

Figure 2: Construction Progress Summary as of May 31, 2017

o ® @
e o S &
< $EE s &
< 2 <\5 \(&‘ o
&
AP-01
MM 23 to MM 25 0% 0% 0%
AP-02 i
MM 25 to MM 28 0% 0% 10%
RP-01
MM 11 to MM 13 2% 4% 0% 3%
RP-03
MM 13 to MM 23 - 0% 0% 0%
RP-05
MM 28 to MM 36 1% 5% o% 1%

" The anounts forlongterm debt areshownnet of unamortizedpremium and deferred financing costs.
8 posted July 14, 2017, on thee&onic Municipal Market Access (EMMA) website operated byMhbaicipal
Securities Rulemaking Board (MSRB{ps://femma.msrb.org/EP1016358P78785@&P1189518.pdf
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Table 6 shows key schedule milestone dates as of November 2015 and May R4 Private Partner is
liable for liquidateddamages ifi final acceptancedate or the final completion cate, as may be

amended s not achieved.A certificate of final acceptanci®r a ProjectSectioncan be issuedfter

various requirementspecified in the CAncluding completion of punch ligems, have been satisfied
NCDOT will issue a certificate of final completion after all Pr&wmattons have achieved final

acceptance, the electronic toll collection system satisfies applicable requirements, and a complete set of
the asbuilt record plaas have been delivered.

NCDOT has the right to terminate the CA if the Private Partner failshievesubstantialcompletion for
all Projectsections by the Long Stop Dafghich can be extended in certain circumstances).

Table 6: Key Schedule Milestones

Schedule as of Schedule as of
November 2015 May 31, 2017°
Commercial Close Date June 26, 2014 June 26, 2014
NTP1 August 22, 2014 August 22, 2014
Financial Close May 20, 2015 May 20, 2015
NTP2 May 28 2015 May 28 2015
North Section Final Acceptance Date January 2, 2019 November 30, 2018
CentralSection Final Acceptance Date January2, 2019 November 302018
South Section Final Acceptance Date January 7, 2019 February 18, 2019
Final Completion Date July 5, 2019 September 25, 2019
Long Stop Date August 28, 2020 November 16, 2020

° Posted January 12016, on the Electronic Municipal Market Access (EMMA) website operated bjuhieipal
Securities Rulemaking Board (MSRB{ps://emma.msrb.org/EP903148P69986€EP1101796.pdf

postad July 14, 2017, on the Electronic Municipal Market Access (EMMA) website operated\hyrticépal
Securities Rulemaking Board (MSRB{ps://femma.msrb.org/EP1016358P78785€EP1189518.pdf
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4. Risk Allocation Assessment

The discussiom this section of the repod dzY Y I NA T Sa alévhladsasnsiddat thek A 3 K
allocationof riskbetween NCDOT and the Private Partaeder the CA. AP3 provislé @ £ dzS T 2 NJ
Y 2 y Sabienapublic agencys able totransferrisks thatit typically retairs under a conventional

project delivery approacto a private partner in a costffective manner.

It is important to note that the ris allocation in the CA waketerminedbefore thefinal RFP was issued.
During the procurement phas&CDOT soliciteitiput from the pre-qualified bidders on draftef the CA
and the technical requirements for tHexpress Lanes Projed¥lany requests anduggestionsvere not
incorporated into the final RFP documenssich a?NCDOT providing more than $170 milliompirblic
fundingin addition to the $75 million DRAMAs a result, NCDOT was able to maintain a level playing
field among the potential bidderand the one bidder who submittedrasponsive proposalid not have
any leverage to seek material changes to the agreement.

4.1 Comparable Express Lanes Projects

The key project risks can be divided into the following broad categaraffic and revenugeproject
financing, design and construction, and operations and maintenafodacilitate the assessment, the
risk allocatiorapproach taken by NCDQ@Teach categoris compared to the approach adopted by
other state departments of transportation on similar p®jects in the U.S. where private investors
assume the revenue risk associated with variably priced toll laRetevant information about the
projects includd in that peer group is provided in Table

Table 7: Comparable P3 Express Lanes Projects with Revenue Risk

: Private Appro>.<. Financial Concession

Project State Lane Miles |

Partner Close Term (years

Tolled
I-77 Express Lanes NC Cintra 94 2015 50 * 2068
495 Express Lanes VA | Transurban 60 2007 80 ** 2087
North Tarrant Express Lanes (1 and 2A)TX Cintra 53 2009 52 ** 2061
LBJ TEXpress Lanes (IH-635) TX Cintra 60 2010 52 ** 2061
95 Express Lanes VA | Transurbar 70 2012 73* 2087
North Tarrant Express Lanes (3A and [3BYX Cintra 41 2013 52 2061
US 36 Managed Lanes (Phase 2)| CO Plenary 45 2014 50 * 2065
SH-288 Toll Lanes X ACS 41 2016 52 ** 2068
* From commencement of operations ** From execution of agreement
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4.2 Traffic and Revenue Risk

Many private developer®peratingin the Lhited Statesare reluctant topursue P3 opportuniéis fornew
(@ 3 NB S yidil pr§dctRifthe privateinvestors are required to bear all of theaffic and revenue risk
As a result, public agencies have explored a numbsitrafegies to mitigate toll revenue risk to
encourage more robust competitidior P3sandto reduce the cost of private financing.

One approactis to structure artavailability paymer&concession in which the public agency receives
the toll revenuegenerated by the projecnd makes payments to the private partner based on the
availability of thetoll facility to the publicand the performance of the private operatolf. project
revenues are not sufficient to cover the required payments,ghblicagency must draw on other
availabletransportationfunding or seelgeneral fundappropriations.

An availability payment approach would have been very risky for NCDOT given the credit profile for the
Express Lanes Projectolling and dynamic pricirage being introduced to &ervice areawithout any

existing toll facilities and the traffic congestiamnthe North F77 corridor primarily occusin the peak

commuting hoursvhich means thexpressdnesmaybe particularlyvulnerable to traffic declines

during economic downtownsGiven the uncertaintassociated with the traffic and revenue forecaist

would have been difficult timitb / 5 h ¢ Q& LJ2 G Sy A &ndl theFrigkyfol takp@yetsyidert A | 6 A f A (
an availability payment approach

Otherstate transportation agencidsave reduced the cost to transfer revenue risk by providing a longer
period of time for private investors to recover their investment and/or by reducing the amount of
private financing required. Those options were not available to NCDOT because the thanPaf
agreement idimited to 50 years after completion of construction under North Carolinadag@the total
amount ofupfront public fundingavailablefor the Express Lanes Projegascapped at $170 millionln
order towork within these constraints téacilitate the project financingNCDOT and its advisors
developed aevenuerisk sharing mechanism called tbeveloper Ratio Adjustment Mechanism
(DRAN that providesfunding for certain financial obligatisunder circunstances specified in the CA.
NCDOT alsagreed to share thpotential revenueriskassociated with an unplannesbmpetinglimited
access lanbeing constructedn the Projectight-of-way. These twaisk sharingprovisions are
discussed in more detail lmv.

Contingent Financial Support

The DRAM is $75 million of continggnitblicfunding that can be drawn after substantial completion of
the Express Lanes Projedihe Private Partner can requegt to $12 million per yeadrom NCDOT if the
projected annal net revenue after payment of operating expenses is not sufficient to pay scheduled
debt service on the PABs atite TIFIAdan. The DRAMs available until the earlier ahe final maturity

of the TIFIA loafcurrently June 30, 2053) or the date the Project debt is refinaneéd,exceptions for
certain types ofefinancings

The DRAM does not guarantee or enhance the potential return on the private equity invested in the
Express Lanes Projecthe primanbeneficiaries of the DRAM are the investors who purchased $100
million of taxexempt private activity bonds (PABs) and USDOT, the lender for the $189 million TIFIA
loan. The limited credit support provided by NCDOT helped to securet@ngdebt financirg at
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relatively low rates which lowered the amount of upfront public investmémaddition, the
participation of USDOT as a lender provides additional resources for project oversight.

Another benefit of the DRAM T NB Y b/ 5 h ¢isxhatitlpiSvidiss leistaniywithSegard to the
maximumamountof public fundinghat can be drawn each year aittotal during operatiornof the
express lanesAlternative revenue risk sharing arrangemefasexpresdanes developed bgther state
departmentsof transportationare not typically capped.The Virginia Department of Transportation
(VDOT)for exampleagreed to compensate the privapartner forthe 95 Express Lanes if the number
of HOV3 vehicles using the express lanes exceeds certain threstvddspecified periods of time
during the first forty years of the concession. The Texas Department of Transportation (TXDOT)
reimburses the private partner for the LBJ and NTE TEXpressfdr providing discounts to valid HOV
vehicles and motorcycleturing peak hours. Tharivate operator is required to provide an HOV
discount whichis currently 50% of the base toll raé@d applies taHOV2+ vehiclesuntil December 31,
2024, unless TxDOT ends the program sooner.

Compensation fofoss oftoll revenueattributable to future improvements

Under the CAthe Private Partneis permitted to seek compensation from NCDGfTlost toll revenue
and/or increased costattributable to certain transportation improvements (defined as Unplanned
Revenue Impaatg Facilities) that are built and opened to traffigring the term of the agreement.
NCDOT can also seek compensation from the Private Partner for improvementavka het positive
financial impacby increadng toll revenueor loweringoperating am maintenance costscurred by the
Private Partner

In order to seek compensation for an Unplanned Revenue Impacting Fécdifyrivate Partnemust
delivera timely notice of clainand thensubmit a trafficand revenue study andther supporting
analysis that showsactual andor projectedtoll revenue with and without thé&Jnplanned Revenue
Impacting Facility The partiescanengage and share the cost of a neutral facilitator to assist with the
negotiationsor use the dsputeresolution procedures &tablished in the CA ta@esolve any disputas to
whetherthe Private Partys entitled to any compensation and the amount thereof

It is important to note that the Private Partner hiasevocably waivd any right to seek injunctive relief
or to pursue any action to prohibit or interfere withe development of transportation improvements in
the k77 corridor. Thet NR @ (i S sote reN@dy iStdldFék compensatjamd any payments
contingent upon ad subject to the appropriation, allocation and availability of funds to NCDOT.

Monetary compensation for toll revenue losses incurred as a result of unplanned improveimants

common provision in the P3 agreements for the peer group projebie termsand conditions can vary
depending on the likelihood of unplanned improvements and the potential impact on express lanes
revenue. Under the CA for the 495 Express Lanes, for example, VDOT does not have to pay any damages
if it builds additional general ppose lanes or express lanes after the private partner has achieved a
specified rate of return.
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4.3 Project Financing Risks

As shown irFgure 3, the projects in the peer group have a similar mix of public and private funding

each case, the privatgartner was solely responsible for securing the financing, but the state
departments of transportation provided assistance with regard to obtaining TIFIA and issuing PABs. In
addition, the states shared the risk of changes to certain financing assuragtiahwere beyond the

control of the private partner.

Figure 3: Funding of Comparable P3 Projects

Sources of Funds as a Percentage of Total Fun

m Federal and State Func Local and Other Fund PABs and TIFL Private Equity
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The provisions in the CA for tliexpress Lanes Projeute fairly standard and appropriatdNdCDOT

agreed to bear the risk, @receive the benefit, of certain changes in market interest rates, fluctuations
in credit spreads (pricing) of the PABs, inflation in materials and labor, eatdscertain material

changes to the TIFIA term sheet included in the. RE®Bvisions in theAdetailed the termination
remedies and other options available to the Private Partner and NCDOT if those risks resulted in the
Public Funds Amount exceeding $170 million.

The CA also provided for extensions of the project financing deadline undeincgiraimstances and
included a process for securing competitive financing if certain funding commitments had expired
before financial close was achieved.

4.4 Design and Construction Risks

No significantdesignor construction challengewere identified duringthe cost estimate revievior the
Express Lanes Projezminducted by FHWA and NCDOT in September @0tti® more detailed
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technical due diligenceeviewconductedin 20150n behalf ofinvestors andhe rating agenciesThe
risk profilefor the Express Lanes Projeefflects the fact that mosof the constructionwork will occur
within the median of477. In addition, the bridges and other structures that have to be built, replaced
or widened do not present any unusuathnicalchallenges.

As wth every construction project, mintenance of traffi@long the 177 corridorand work zone safety
aremajor concerns.Under the CA, the Private Partrisrequired todevelop and updata detailed plan
for construction staging anglaffic management NADOT has the right to issue directive letters to the
Private Partner regarding traffic management and control withiaatirring any obligation or liability. In
addition, iquidated damages can be assessed for failing to comply with the applicable tirmetiass
related tolaneclosures andoadclosures set forthin the CA.

The Private Partner has transferred most of the design and construction r&lkgtr Creek Construction
LLQthe DesigrBuild Contractor)a joint venturebetween FerroviaRgroman Southeast, LLD$6) and
W.C. English Incorporated (3094)h Louis Berger Group, Inc. servinglaslead design firm The
contractual obligations of the Desidguild Contractor under the $444 million fix@dice, datecertain
agreement with thePrivate Partner are supported by joint and several parent company guarantees,
subject to a maximum aggregate liability cap equal to 50% of the désidghcontract price. A
performance bond has been posted that covers 50% of the contract price andyheepabond covers
100% of the contract price.

The construction performance security required for some of the peer group projects isaude
performance bond equal to 100% of the contract price, butdbsis and benefitof a higher level of
bondingcanvary depending on the credit strength of the deslauild contractor and the complexity of

the work Thetechnical due diligence conducted on behalf of the investorshe Express Lanes

Project for examplejncluded an analysis ¢fie maximum probabldoss if the contractor defaulted and

had to be replaced at different points during construction. The analysis indicated a maximum aggregate
liability of 18% of the contract price at an 80% confidence level, whigkli®elow the 50%iability cap
assocated with the parent guarantees.

Key risks that havieeen retained by the Private Partner andt transferredto the DesigrBuild
Contractor include righof-way acquisition, the installation and integration of thkctronic toll
collectionsystem, anaperation and maintenancfO&M) of existinginfrastructureduring construction
Those riskare described in more detail below.

Rightof-Way Acquisition

The Private Partner is responsible for making necesgginrof-way available to the DesigBuild
Contractor. Since he majority of theExpress Lanes Projesill be constructed within existing NCDOT
rights of waythe proposed property acquisition is relatively small and primarily involves locations
where the existing radian width is insufficient to accommodate the full width of the roadway and
locations where noise walls and drainage will be constructed. tatherequiredright-of-waywas
reduced from 630 28 parcels during final design.

ThePrivate Partneiis respasible for all costs and expensassociated withright-of-way acquisition, but
NCDOT has agreed to share tisk shouldtotal right-of-way acquisition costs excedoe $5.40 million
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baseline allowanceNCDOT will be responsible for 50% of the incremlertdat up to $6.48 million

(120% of the baseline) aradl right-of-way acquisitioncosts above $6.48 millionlf total right-of-way
acquisition costs are less than $5.40 million, the Private Partner will pay NCDOT 50% of the first $1.08
million of saving (20% of the baseline) and 100% of any savings above $1.08 millisrisk sharing
approach is reasonable given the relatively low cost to acquire the necessary property.

Electronic Toll CollectioBystem

The Private Partner has retained responsibftitythe design, installation or integration of the electronic
toll collection systenandthe Intelligent Transportation Systems (ITS) and communications equipment.
That work will not be the responsibility tife DesigrBuild Contractor. lwill be subcontracted to

affiliates of thePrivate Partnewith relevant expertise and experienc®isks associated with the design
and installation system and compliance with the detailed performance requirements intlaeeC
mitigated in part by the posting ofgyment and performance bonasjual to 50% of the subcontract.

O&M during Construction

The Private Partner willssume responsibility for the operation and maintenancalbCDOJowned
assetb within theexistingprojectright-of-way on October 1, 2017That work will not be the
responsibility of the DesigBuild Contractar The Private Partnewill be required to meet minimum
performance requirements specified in the CA

4.5 Risks associated with Operations, Maintenance and Rehabilitation

Under the CA, the Private Partner is responsible for the operatiantenanceand renewabf the
expresdanes and routine maintenance of the general purpose lamesadjacent assets such as
guardrails, barriers, fems and signslt has a strong financial incentive moinimize lifecycle costs and
optimize operating performanceln addition, he Private Partner is subject ilacreased monitoring and
liquidated damagem certain circumstances if it does not comply with the performance standards in the
CA or if there are lane or road closures that are not permitted under the &tAhe end of the 58/ear

term, all assets, structures, systems, and equipment must me¢ditbd handback requirements

specified in the CAncludingminimumresiduallife requirements.

All of the P3 agreements for the peer group incorporate performance standards that allow the private
partner to make decisions on the materials and methodbdaised to meet its obligationgith regard

to operation, maintenance, and handback requirementhe nature of those obligations varies

depending on the size and complexity of the project and the resources available to the state department
of transportaion. NCDOTfor examplewill pay the Private Partner a fixed annual payment with annual
escalation(based on theconsumerprice index)for maintenance othe general purposes lanesd

adjacent assetsThat decision reflects the fact that NCDOT haegpce withperformancebased

interstate maintenanceontracts. NCDOEservesthe right howeverto take back responsibility for
maintenance of general purpose lanes aftiee first five years of operation.

NCDOT determined that it was more ce$tedive to retain responsibility for major capital

rehabilitation work on the general purpose lanes and on certain overpasses along&tetridor.
NCDOT also retained responsibility for performing winter maintenance activities, such as snow and ice
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removal, on the general purpose amxpresdanes but unlike some other states, does not require the
private partner to pay for those services

The RFP for thExpress Lanes Projesfiecified that all proposers would be required to use NCDOT
(acting throudp the NCTA) focertain electronic toll collectio(ETCand backoffice servicesincluding
establishing and operatingantral clearinghousefor customeraccountsand acustomerservice
center. Detailedbusiness policies and procedures for the ETC servicgg@reledin the CA, including
provisions to ensuréhe toll accouns and travel records aéxpress lane sersare treated aconfidential
informationin accordance with applicable laws.

NCTA wilprocess transaction data received from the Private Partner and maaradydistribute
transponder inventory. fle Private Partnewill pay transaction fees to NCTA based upon the number
and type of transactions processeddwill payany associatefees targed by financial institutias) toll
agencies in other states, the Department of Motor Vehicles, or collection agencies.

The decisiorto have a public toll agengyrovide certainback officetoll processingservices to the
private partner ionsisent with the approachusedon similar express lanes projedtsVirginia Texas
and Colorado However there are significant implementation challenges associated with these types of
arrangements. Aerformance audit of).S. 36 Managed Lanes project ind€ado conducted in March
2015, for examplegited inadequate evaluation abll servicecostsand technical requirementss a
contributing factor to preaurement and financindelaysand theneed for the Colorado DOT &ssune
certain risks regarding the cost of the toll collection servig¢ég mplementation risksissociated with
the ETC services for tliexpress Lanes Projente mitigated to some extent by the requirement under
the CA that the Private Partngive NCDOT atdstone yearprior written noticebefore theanticipated
date ofsubstantialcompletion of the firstProject sectionso that NCTA can finalize tptans for required
interface work testing and system monitoring
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5. Public and Stakeholder Input

Althoughthere is broad consensus about the need to address traffic congestiodndrth of
Charlotte there issignificant debate about the relativaerits of buildingexpresdanes versus
constructing additional general purpose langarticularly in the North Section. In addititrere is
disagreements to whetherengaging a private consortium fmance, build, operate and maintain
expresdanesover a 50year periodisin the public interest.

Toensure thatthe issues ofmostconcernto the publicare evaluated as part of this review, NCDOT
created a comment form on thExpress Lanes Projegebsite in April 2017. Other sources of
information for this task include:

w minutes from relevant CRTPO ahelchnical Coordinating Commig€TCClneetings,
w comments and questions from CRTPO member jurisdictions sent to NCDOT in early 2016,

w information and commentary posted omideni77.org i77businessplan.com,
fix77now.blogspot.com, and other websites,

w documents filed in connection with hWiden 177 lawsuit, and

relevant news articles and media repodsger the last six years

The discussion below provides representative examples of the public comments and highlights frequent
concerns and questions about ti&pressLanesProjectand the CA.

5.1 Public Comments Submitted to NCDOT Website

As of Jly 25 2017, 3 comments hd been submitted using the form created on tE&press Lanes
Projectwebsite. A copy of all the comments is included as an appendix to this regnbe of the
more detailed submissionare provided below.

Note: The comments have not been edited, but names have been redacted. Some submissions may
contain language that some may consider to be inappropriate.

I live in Mooresville. Because of Lake Norman, there are few alternatives to 1-77 when traveling
north/south, so |-77 becomes our local "street" by necessity. The 50-year Cintra deal will
effectively keep more desperately needed public access lanes from being built, either due to
penalty costs or lack of room beneath all the overpasses. So we are being "taken hostage" and
forced to pay a ransom for 50 years! Also, the major areas for slowdowns on I-77 is at the on-
ramps, where the merging is occurring. The proposed toll road configuration greatly magnifies that
problem, with at least 8 more points of merges going southbound. And those cars aren't just
merging, they are likely trying to cross over within a limited distance to be able to get to an existing
[-77 exit ramp. Besides the intensified congestion this will inflict on non-toll lane users, the
merge/lane change chaos will unavoidably result in more accidents, injuries and deaths. What a
bargain!
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When our family chose to move to the Lake Norman area | checked the transportation plans on
the books for this area. Widening of I-77 with general purpose lanes was in the STIP and the
North Line Commuter rail was touted as next in line to be built by CATS. Lake Norman towns
adopted land use planning consistent with transit oriented development and population surged by
over 500%.

There have been a series of events where Lake Norman / North Mecklenburg continues to get

ipassedo over and over when the area is duydaxf

and transit tax we have been paying for years. CSX negotiations stalled, and commuter rail has
been DOA. The financial crisis hit and NCDOT painted gloom projections of being able to widen I-
77 as planned.

When the CRTPO conceded to the express lane plans, it was choosing between that or nothing.
Conditions have changed since then including STI law in which this project was never scored.
While some highways have congestion during peak seasonal travel, this interstate is congested
DAILY. The economic, environmental, and most importantly user impact of the worst congested
corridor in our state has never been adequately considered.

Furthermore, when CRTPO under a Charlotte dominated vote approved a managed lanes
strategy, they had everything to gain with the majority of infrastructure INSIDE their limits funded
by commuters OUTSIDE of their jurisdiction. Affected tax and toll payers were not adequately
represented in this decision. Additionally, in talking with CRTPO planners, they never intended for
the contract to be structured as it was, locking in a 50 year contract with a foreign entity in which
we would owe compensation for any improvements over the life and consider it a bait and switch
in implementation.

| also have concerns that this project has not considered the impacts of intermodal and freight
connectivity which do not receive additional capacity for 50 years as well as potential integration of
driverless or technology assisted vehicles. Tractor trailers represent a majority of vehicles stuck in
congestion on a daily basis which will continue to block access to ingress / exits even for express
lane users.

| am concerned about several things with respect to the I-77 Express Lane project. | do not have
confidence in the Developer and their long term (50 year) contract to provide maintenance &
restrict further expansion on our highway. Their financial history also is of concern. | am also
concerned that our main Charlotte thoroughfare is going to be costly on which to travel. As -85
and other major highways in other major cities are, we should at least have 4 FREE lanes on each
side through Greater Charlotte. Lastly, citizens are uninformed of the cost of a vehicle travelling
the express lanes. Therefore, there are many estimates being shared/guessed that are incredibly
expensive. This lack of knowledge heightens the anxiousness about the project.

The problem with the contract, in my view, is that the company has not been required to declare
tolls. No one knows what they will charge. Without that information, there is no way to assess
whether the project serves the public interest.

My personal objection to the toll lanes is fairness. My tax dollars have been used to expand 1-85 in
Charlotte, a road that | rarely use. When |-77 needed expansion, the vehicle is toll lanes which are
paid for only by those of us who use them. Not fair.

Currently 1-77 between Charlotte and LKN has an HOV lane that my wife and | can use for free
(free for 2 or more vehicle occupants). These lanes were built with federal and state dollars. Now
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those same lanes are being converted to toll lanes or HOV (free for 3 or more). It seems to me
that the change from "free for 2" to "free for 3" is taking an existing right, already paid for with
federal and state dollars, and converting it to a profit making right for the toll road builder/operator.

Please explain to me why these existing HOV lanes should not remain "free for 2"? It seems that
this existing HOV lane is a public asset being converted to a profit making asset of a private entity.

I'm fine with having toll lanes from south of Huntersville (exit 19) down to Charlotte. This makes
total sense because there are plenty of free lanes to use also. However it makes no sense to have
toll lanes from Huntersville north to Mooresville, especially when only one lane is being added.
This will not solve any problems with traffic because there will still be tons of backups with people
trying to get on the highways and then trying to get over to the toll lanes. Also if there is an
accident on the toll lanes north of exit 28 then everyone is paying to just sit in traffic, since there is
only one lane and no way to go around it until the accident is completely cleared. This also poses
a major safety risk having only one lane and small shoulders on the sides, especially crossing the
two causeways. How do you expect emergency vehicles to get by if there is a major accident. As
of today | drive by at least 2-3 accidents on my way to work and back each week, and that's just
what | see. As | stated toll lanes between Exit 19 and Exit 36 are a bad decision, but | do support
the toll lanes south from Exit 19 to Exit 11 in Charlotte.

All interstate highways in NC should have a minimum of 3 general purpose lanes in each direction
BEFORE toll/hot lanes are considered. The current (non) 'solution' under construction is not
sustainable, will inevitably fail, and is nothing more than a revenue generator. The notion of
‘choice’ is a farce. The real choice is pay tolls if you can afford it or move to the 1-85 corridor which
seems to get all the GP lanes. Also, safety is a major concern. It is no wonder there are accidents
every day with terrible pavement conditions temporary barrier walls on both sides with lanes
ending/merge (e.g. NB @ [-85).

| am strongly opposed to the expansion of I-77 using toll lanes and especially the current Cintra
contract. | commute on I-77 from Mooresville to Charlotte everyday and | think the highway should
be widened using general purpose lanes. | am willing to wait for that to happen rather than make a
huge mistake by allowing Cintra to control our traffic flow for 50 years. | urge you to cancel the
Cintra contract and widen i-77 with general purpose lanes.

There are many reasons | object to the current Cintra contract:

- Our community pays taxes to support road improvements. We should receive the benefit of
those tax dollars by having i-77 widened without the additional "tax" of tolls. The Lake Norman
community was blackmailed into accepting tolls by being told there were no other options. In fact,
if congestion was taken into account for funding allocation i-77 widening with general purpose
lanes would be prioritized.

- The Cintra toll road plan does not, in fact, solve the congestion issue. It is stated that the goal is
not to solve congestion with a target speed of 45 miles per hour. This is unacceptable.

- The new lanes are not be constructed with adequate material to support tractor trailer traffic. This
is unacceptable. When the state has to take over the road it should have the option to allow 18
wheelers on the lanes. This should not be allowed. Cintra should be required to meet the highest
construction standards to allow for all future contengencies.

- The 50 year prohibition on expanding side-roads is unacceptable. Why would the state allow
Cintra to dictate road construction needs for 50 years. The Lake Norman area is growing rapidly
and will need further road expansion. As we speak a huge development is being debated on Hwy
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115 in Mooresville. This development can not be supported without road expansion. This will
cripple the Lake Norman area in gridlock.

- Cintra has a track record of failed projects. Our community can not support the economics of a
toll road and this project will most likely go bankrupt. Why should we send our money to a Spanish
company rather than support our communities.

I can not afford to pay to ride in tolls on a daily basis and | shouldn't have to. I-77 should be
widened with general purpose lanes. Please cancel the contract immedietly

As someone who travels |-77 everyday from exit 28 to uptown Charlotte and back, | am a HUGE
supporter of the express lanes and can't wait for them to be open. The project will help the
everyday commuter, particularly parents, who need a predictable commute time for picking up
children, getting to school and sports events, etc.. Parents with demanding schedules are willing
to pay a little more to make sure we get where we need to be on time! With that said, | have a few
concerns about the how the governance and oversight of Centra and Mobility Partners (MP) will
work post construction. | think NC gov't should have some sort of commission or oversight body
that approves on a set frequency what Centra/MP can charge. Similar to a utilities commission.
Also, it is unclear to me what recourse the state will have if Centra/MB fails to maintain proper
condition of 77, or what legal recourse Centra/MP will have to pursue those who do not pay after
driving on the lanes. Can they take them to court, sue them, place a lien on property, etc...? If
there is no clear recourse, people will abuse the lanes. If Centra/MB can go after toll-dogers, will
the burden of this fall on the state? Would already crowded traffic courts become over-crowded.
Enforceability is not popular to discuss, but | would appreciate more information on this.

The toll road is a bad deal. Adding the toll lanes will not reduce the traffic gridlock that occurs
seven days a week on I-77 between the 1-485 interchange and exit 36. It will only try to guarantee
a travel time in exchange for money. Adding more general purpose lanes will have a significant
impact in reducing the traffic bottleneck. The toll lanes will not accommodate tractor trailer traffic
which means that nearly a third of the traffic will not be able use the new lanes. The residents (tax
payers) of North Mecklenburg County will receive little to no benefit from the toll lanes while being
on the hook for the revenue shortfall of this project. The worst part is that it will be this way for the
next 50 years. | cannot imagine how this contract was signed by any reasonable person. How
does anyone with a conscious lock this region into complete gridlock for 50 years?! 50 Years!!
Local business suffer, our quality of life suffers because of the time wasted sitting in traffic. We
have no way out.

Collectively we spoke our mind but it was ignored and the contract was signed. Voter backlash
was swift and will continue. These toll lanes represent the exact reason people are worn out with
politics and politicians. By the people, for the people died and is buried under the toll lanes. The
least you can do for us (tax payers) is place a headstone at the entrance to the toll lanes that says
"RIP Democracy".

In the mean time, take a trip up 1-77 from uptown. It's dangerous! There are sudden lane shifts,
uneven pavement and poorly marked lanes. The road condition is terrible and a complete safety
hazard. Again, we have to absorb the cost of the increased wear and tear to our vehicles and
increased travel times. | travel 1-77 every day and | just sit in disbelief that our elected officials
made a deal with a private entity that has no obligation to the citizens (tax payers) of this region
but can use us a an ATM when they need money (profits). This whole deal should be investigated
from top to bottom because | don't believe that reasonable people would have signed this contract.
There had to be some incentive.
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It's frustrating to see this go on and have no voice. If nothing changes from this review, well | have
wasted a few minutes of my life offering my comments. Unfortunately, | have become accustomed
to that from sitting in 1-77 traffic.

5.2 Stakeholder Input

In February 2016, then Secretary of Transportatiticholas J. Tennys@ent a request to the member
jurisdictions of CRTPO to provideconsolidated lisof the specific aspects of the contract to which
members of your body objeét.The policydecision made in consultation with regional transportation
planners to restrict the types of vehicles that could usedpg&onal toll lanes was cited as an exampfe
an issue that might benefit from additional review.

Severajurisdictionsresponded with suggestions and questiondviarch 2016 but NCDOT did not

provide any formal response. A copy of the submissions is provided as an appendix to this report. In
addition, many of the concerns expressed by the jurisdictions about the design and operation of the
express lanes and certain provisions in the CA are highlighted below.

5.3 Frequently Expressed Questions and Concerns about the I-77 Express Lanes

The bllowing discussiorhighlightsseveralquestions andoncernsabout the design and operation of
the express lanein no particular orderand providedrief descriptions o&pplicable provisions in the
CAand/or other relevant information.

How will thefinal location andnumberof access pointto the express lanebe determined?

The general locatioffior a minimum numbebpf access pointt the express lanes is specified in the CA,
but the Private Partnedetermines the exact location during the final design process and it can add
additionalentrances (ingress) and exits (eghesthe extent permitted bynvironmental approvals

The general concern expressed by some jurisdictions is that the PrivateePaill focus solely on
revenue generation and not consider the potential impacts on local mobility.

This concern is addressed in part by provisiorthe CAthat require thePrivate Developer tproduce

detailed traffic simulations and capacity anagfor any proposed change or modificatitmthe access

points. The information is submitted to NCDOT and applicable stakeholders for review and concurrence
and the Private Partner musddress anWNCDOT and stakeholder comments included in serciew.

Figure4 shows thecurrentdesignfor the entry andexit pointsfor the express lanes. Additional access

was added in 201BetweenExit 23 and Exit 2%xit 28 and Exit 30, and Exit 35 and Ex#f8&§
consultation withNCDOT and local planners
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Figure 4: Express Lanes Access Points
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Can drivers enter and exit the express lanes safely without weaving across the general purpose lanes?

Under the CA, the Private Partner is required to submit detailed traffic simulations to NCDOT that
demonstrate the design of thexpressdnes access points as well as junction points for ramps and
interchanges is safe and does not independently causeadwgrse impact on the operating
performance of the general purposes lanédgure5 showsthat the basiadesignof the express lanes
includesadjacentmerge andveave lanes approximately 2,000 feet long to facilitate safe crossovers.

Figure 5: Design of Express Lanes Entry and Exit Points
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The concernabout weavings alsoaddressed in part by the decision made by the CRTPO in March 2015
to use a portion of the bonus allocation funding available for statewid®ility projects to build direct
access interchanges for the express laleShe direct access eliminates the need for some drivers to
merge from the general purpose lanasd may reduce traffic volumes ather nearby access points to
[-77.

A categorical exclusion from NEPA review was obtained focdmstruction of drect connector
interchanges at Lakeview Road and Hambright Roddly 2016 The new interchangesilireplace
existing bridges and add ramps that connect directly withekgresslanes. Bicycle lanesd sidewalks
areincluded on both sides &fachbridge Figure 6 shows the configuration of the direct connector
ramps.

" TheStrategic Transportation Investmelegislation enacted in North Carolina in 2013 includes incentives for

localtransportation finding andhighwaytolling. Regions that commibcalfunds towad state projects or fund

O2yadNHOGAZY 6AGK LINEOSSRAE 2F G(2ft NBOSydsS o2yRa I NB
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Figure 6: Configuration of Direct Connector Ramps

Sample Typical Sections and Aerial Views

9. HOV-3 veichs, Duses, motarociesl.

LAKEVIEW RD DIRECT CONNECTOR RAMPS AERIAL VIEW

2 2 y @affic cnditionson NC 115 and US 2orsen if the express lanes are built?
The concern is that the express lanes will not provide sufficient relief on the general purpose lanes and
drivers willcontinue todivert to alternate routes, such asich as NC15 and US 21.

Under the CA, the Private Partner is required to submit detailed traffic simulatiodsapacity analyses

to NCDOTor the entire Project including roadways extending within, at a minimum, a half mile from the
ROWIimits and connecting to th&xpress Land2roject The traffic impact¢delay and queuing) on
signalized intersectionsith access to or from th&xpress Lanes Projesiil be closely monitored and

the data will be used to prioritize local improvements.

A list of 29 projectin the draft20182027 TIPthat will help aldress local mobility needs provided as
Appendix D Table 8 shows thten largest.

Table 8: Local Transportation Improvements in the TIP

Construction =5, PoeE:

Location Description Cost
Year i
($millions)

Mooresville R2307B Widen N.C. 150 from Greenwood Road to U.S. 21 FY2019 $127.6
Huntersville R5721B Widen N.C. 73 from Beatties Ford Road to West Catawba Aveni  FY2022 $57.4
Mooresville R5100 Widen Williamson Road from7l7 to N.C. 150 FY2020 $50.0
Mooresville  U-6037 Widen U.S. 21 from N.C. 150 to Medical Park Road FY2024 $35.1
Charlotte U-5772 Widen N.C. 115 from485 to Harris Boulevard FY2023 $34.8
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Cornelius R-2555B Widen West Catawba Avenue from Jetton Road to N.C. 73 FY2020 $31.7
Cornelius U-5767 Widen U.S. 21 from Westmoreland Road to Northcross Center ¢~ FY2021 $23.8
Huntersville U-5771 Widen U.S. 21 from Gilead Road to Holly Point Drive FY2021 $20.0
Huntersville R2632AB  Widen N.C. 73 from N.C. 115 to DavigtoncordRoad FY2022 $19.8
Huntersville 1-5715 Improve Exit 25 {F7/N.C. 73 interchange) FY2020 $18.0

Will right-of-way constraintsprevent anyfuture widening of +77?

Construction of the express lanes will not preclude any future widening 6f hut rightof-way

constraints in certain areas could increase the total costuchimprovements. Challenges include the
need to relocate existing businesses or residencegitain areas and the cagtme and uncertainty
associated wittthe environmental studiesequired forany widening of the crossings over Lake Norman.
Construction work in that area is within the Duke Energy hydroelectric project boundary aredsand
requires a permit from thé&ederal Energy Regulatory Commission

Why are trucks prohibited from using the express lafles

Many individuals and jurisdictions expressed concerns alvagks causingccidents and traffic
backupsdn the general purposes laggeparticularly inthosesections of477 with only two general
purpose lanesn each direction

The decision to restrict trucks from th&¥ express lanes is consistent with the operating policies
established for other express lanes in the U.S. stémedard adopted in the CA (only moteehicles
without trailers that are not larger than 20 feet in length, eight and a half feet in width and twelve feet
in heighy is used in another stat@ther express landsavetruck restrictions based on grosghicle

weight

A study published by th€exas A&M Transportation Institutie July 2016 oissues associated with
truck use okexpress lanes identified several reasons why heavy traiekgenerally not permittetb use
the lanes, including:

1 Safety On may express lane facilities, slowaroving trucks would have to access the express
lanes from the lefmost freeway lane which means they would have to interact with vehicles in
the passing lane traveling at higher speeds.

1 Maintenanca The express lanemay need to be closed more frequently for pavement repair
and maintenance if truck traffic volumes are significant.

1 Roadway Design Express lane facilities that allow heavy trucks may require different designs

for features such as theadway and ramp cwature, underpasandoverpass height, shoulder
width, pavement thickness, and crash barriers.

30



DRAFT FOR PUBLIC COMMENT

Review of the Comprehensive Agreement for the I-77 Express Lanes Project

Will the lower pavementstandards forthe expresdanespreclude conversion to general purpose

lanes?

TheTechnical Provisions in the CA include minimum requirements for pavement structure and thickness
for the expressdnes, but the fingbavement desiguloesincorporate several engineering assumptions

and considerations, including projected average dailffiiecumulative traffic loading, pavement

material strength factors, and pavement design liféll pavementdesign and traffic forecastzre

submitted to NCDOT for review and comment

If a decision were to be made in the future to remove tolls and allow heavy trucks to use thetlenes,
pavement likelywould need to berehabilitatedmore frequentlyor reconstructed Alternatively, tolls
could be removed without eliminating the prohilaih on heavy trucks using the lanes.

Is the budget fordndscaping and sound wallslong the 26mile corridor sufficient?

Under the CA, the Private Partner is requitedvork with NCDOT anbkbcalmunicipalitiesand to

develop aplan for kndscaping andtructuralaestheticsthat establishes an overabustainablevision for
the corridor.A committee of local representativésprioritizing the use of their share (based on mileage
along the corridor) ofhe initial $2 millionbudget

The Private Partnds also required to design and constrticeé sound barrier walls identified ithe EA
in compliance with thaletailed specifications) the CA. Local jurisdictions hgwarticipatedin the
selection ofthe noise wall aesthetic features

5.4 Frequently Expressed Questions and Concerns about the P3 Agreement

Following are questions (in no particular order) that are frequently asked aboytubkc-private
partnership agreement negotiatefbr the Express Lanes Projecthe responses are intendeddlarify
the relevant provisions in the Comprehensive Agreement.

How much will it cost to terminatéhe Comprehensive Agreement?

The cost to terminate the CAowld vary depending on how and wheine CAis terminated. The
discussion below describes the various circumstances that could result in a termiobtiegnCA,
outlinesprovisionsassociated with &ermination for convenienceand provides an example of the
potential cost to NCDQOTit terminated the CA forconvenience

Defaults that might tigger NCDOfierminationrights

¢ KSNBE INB ydzYSNRdza S@Syida FyR O2yRAGAZ2ybatonyKI G
certainmaterialdefaults can trigger NCDOT termination rights if noted within the applicable cure
period available to the Private Partn@ndthe collateral agent acting on behalf of the lend8dSDOT
andthe investors who owrthe PABS)

For exampleNCDOhas the righto terminate the CAf the Private Partnefailsto achievesubstantial

completion for all Projecsections by the Long Stop Daehich can be extended in certain
circumstances)
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A notice of termination can be deliveredNCDOTssues a warning notice fany of thecircumstances
outlined below andhe defaultis not cured

9 failure to begin work after notice to proceed is issued;
1 an abandonment of thé&xpress Lanes Project

9 failure to make a material payment due NCDOT or to make a required deposit (subject to
dispute resolution)

9 any use of th&express Lanes Projeénta manner that results in material violation of the CA,

1 any closure of a material portion of tlexpress Lanes Projgdr more than 15 days) that ot
expressly permittedn the CAor beyond the control of the Private Partner;

T Fye |aaArxayyYSyid 2N GN¥ ya¥FSN Express Kabes Projgtdl G S t |
violation of the CAand

i failure to deliver or fully comply with a remedial plan to address a persistent developer default
(defined in terms of noncompliance p$ assessed over certain period of time)

If the CAis terminatedprior to substantial completion of thExpress Lanes Projdot an uncured
material default that was the subject of a warning notis;DOT is required to p&srmination
compensatiorin an amount thatwill generally be equal to 80 percent of the outstanding amount of
debt (PABs and TIFIA Loan) with certain adjustments specified in the CA.

NCDOT has the right to terminate the @hout termination compensatioiif avoluntary or

involurtary casdnvolvingl-77 Mobility Partners LL§&eking liquidation, reorganization or other relief
under any bankruptcy, insolvency or similar law is commen¢tmivever NCDOT has agrgaasuant

to a direct agreement with the lenders &dlow the collateal agent to remedy the situation by finding a
gualified entity to step imwith the Private Partneor to replace the Private Partner

The discussion above does not include circumstances that would HGIOT téerminate the
agreementfor reasons not related to the performance of the Private PartAgrexampleof this would
be a force majeure or other relief evetttat delays construction for more than 180 daysresultsin the
Express Lanes Projdmtcormninginoperable

Termination br Convenience

Language in the CA states thE€EDOT has the right to terminate the CA at any tihBICDOT

determines, in its soldiscretionthatt G SNXYA Y G A2y A & diEife conipénbatiodue 0 S a
the Private Partner as a result of a Termination for Conveniaftee financial closésthe greater ofthe

following amounts:

NI

A

a. the appraisecrair MarketValug ¥ G KS t NAQGI GS t I NIySNDRa AyidSNBal

reasonable costmcurred by the Private Partner and its subcontractors to demobilize and
certain other adjustments); and
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b. the Senior Debt Termination Amouf(plus reimbursement of reasonable costs incurred by the
Private Partner and its subcontractors to demobilize adpistments for others costs).

If the termination dateoccurs prior tosubstantial completion of th&xpress Lanes Projethhe amount
of capital that would reasonably be expected to be invested to achieve final completion is subtracted
from the FairMarket Valueestimate

Under the CA, the Fair Market Value appraimabkt beconducted by an independent thiyparty

appraiser who is nationally recognized and experienced in appraising similar assets. If the parties are
unable to agree on a single appraiser, NCDOT and the Private Partresrolvielectan appraiserand

those appaisers will jointly appoint a third appraiser to conduct the appraisal. If necessary, the parties
can petition the Wake Counfyistrict Court ® appoint the appraiser.

ForaTermination for Convenience to be valid and effective, NCR@sEpay, in immediately available
funds, the full amount of théerminationcompensation but it can withhold an amount equal the
cost of any postermination obligations of the Private Partner that have not been completed.

If NCDO Tfor any reasondoes ot make the terminatiorpayment within one year aftet receives the

written report from the independent appraiser and other supporting documentatiort, 5h ¢ Q& b2 3G A OS
Termination for Convenienasill automatically expire and thel NIi A S & Q NS andiblQatien®S NA I K
under the CAwill continue as if no Notice of Termination for Convenience had been given.

If the Private Partne®O K | f t Sy3Sa G(KS AYyRSLISYRFgiriMarket¥alNd; A & SN & R
NCDOT must continue to operate and maintain BipressLanesProject or cause it to beperated and

maintained, as a tolled facility until the disputed portion of thermination Compensation is finally

determinedby settlement or final judgmerdand paid

lllustrativeCalculation®f Termination fortConvenience Cost to NCDOT

In January 2016, th@ffice of theNorth Carolinebtate Audito released a report prepared by a subject
matter expert thd indicated the potentiaFair Market Valuas of October 31, 201%ight be

approximately $300 million badeona hypothetical scenariasingarevenue forecast in th@roject

financial modehnd a limited review of available financial documeltst does not appear that

alternative project revenue assumptions were evaluatédhat timeand the analysis does not indicate
whether thecapital costs and investment reasonably expecteti¢gincurred to achievefinal

completion had been considered as specified in the definition of Fair Market Value provided in the CA.

For purposes of thirview, Mercator has prepared an illustrative example of the termination
compensation that might have been payable by NCDOT if the CA had been terminated for convenience
on December 31, 2016l hat date was selected so that data from thest recent publigt available

financial statements prepared fof7l7 Mobility Partners LL€buld be used.

The example is provided to highlight key variables inténeination compensatiorcalculation that
make it difficult to estimate with any certainty how an independappraiser might determine Fair

2 hitp:/ivww.ncauditor.net/EPSWeb/Reports/otherreportsii7project.pdf
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Market Value. The payments due upon a termination for convenience are not intended to be a penalty
that discourages the public agency from exercising its termination rights. The complicated provisions for
calculating the mounts due under different circumstances are designed to protect the interests of both
NCDOT and the Private Partner.

One of the key assumptions in the Fair Market Value calculation is the projected net toll revenue that

might be generated by the Expiekanes Project, as determined by an independent appraiser. Scenario

A in our example uses net cash flow projections provided in the offering document for the PABs in May
HAMp RSEAONAOGSR Fa (KS a9ljdAade t I NISOALIYyiQa ! ROAA

Scenario B assumes annual net cash flow that is 50% of the first scenario. The resulting amounts are
O2YLI N}ro6fS G2 GKS ySi OFaK FTft26 RSAONAOGSR Fa GKS
wS@SydzSé Ay (GKS t!.&a 2FFSNAYy3I R20dzYSyida o

Senario Gissumes annual net cash flow that is 150% of the amounts used in the first scenario. Itis
FLILINBLINA I GS G2 S@ltda GS I aOSyFNAR2 6A0GK YdzOK KA 3IK
Projection did not include any assumption for thédtional revenue collected from customers wiadll

be invoiced at a higher toll rate through the Bill by Mail program (video tolling by license plate

recognition).

Another key assumption in the Fair Market Value calculation is the weighted averagd capttal
(WACC), also determined by an independent appraiser. The WACC depends on financial modeling
assumptions about returns on invested capital. In our example the net cash flow is discounted at an
assumed WACC of 11 percent for Scenario A, 9 pefoeBcenario B and 13 percent for Scenario C.
Other assumptions are based on data frtm financial statement$or the year endindpecember 31,
2016 At that point in timeapproximately $18 million had been expended for design and construction
of the Express Lanes Project.

Table 9 on the next page show resulting Termination Compensatitimat would have beerpayable
by NCDOdas of December 31, 201, each scenario. The estimated amouekluce potential
demobilization and other costdigible for reimbursement, which could be significaefpending on
when a notice of termination is giverSupporting detail foeach scenario in thexampleis provided as
AppendixA.
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Table 9: lllustrative Example of the Potential Termination Compensation as of December 31, 2016

Assumed [i] [ii] Greater of
. Estimated Senior i and ii
. . Weighted . S
Amounts in $ Millions A g Cost Fair Market Value| Debt Termination
verage Los Estimate as of Amount as of Termination

of Capital 12/31/16* 12/31/16* Compensation

Calculation witrEquity
ScenarioA t I NIIA OA L) y i Qa 11.00% $125 $149 $149
of Traffic and Revenue

Calculation wittb0% ofEquity
ScenarioB t F NIiA OA LJ y i Qa 9.00% ($2) $149 $149
of Traffic and Revenue

Calculation witHL50% ofEquity
ScenaricC t | NI A OA LI yiQa 13.00% $168 $149 $168
of Traffic and Revenue

Under each of these hypothetical scenarios, the compensation paid to the Private Partner by NCDOT,
together withavailable cash reserves pledged to the lenders, would have been sufficient to pay the total
amount owed to USDOT, as lender for the TIFIA loan, and the holders of #eetaypt PABS.

In the first two scenarios, the Private Partner would only haoeived reimbursement for
demobilization and costs incurred as a result of the early termination. Those amounts paid would
depend on the status of construction on the termination date and could total millions of dollars.

In Scenario C of the example, @b it is assumed that the appraiser determines that the potential net
toll revenue is substantially higher than the forecast shown in the financing documents, NCDOT would
have paid an estimated $168 million in termination compensation and the equitytorgesould have
received approximately $19 million after repayment of the PABs and the TIFIA loan (in addition to
demobilization and certain other costs incurjed\ higher weighted average cost of capital than the one
assumed for purposes ofigexamplewould have decreased the estimated Fair Market Value and a
lower cost of capital would have increased the Fair Market Value

The range of amounts payable in the hypothetical scenarios are not indications of the potential cost to
terminate the CA for corenience in the future. The example is provided to show that (1) the minimum
amount payableas termination compensatiowould be the amount required to pay the outstanding
project debt and (2) the Fair Market Value calculation could vary considerablydiegeon the key
assumptions used by the independent appraiser.

13 Estimate does not include demobilization and other castsirred by the Private Partner that would be
reimbursel.
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Can theterm of the CAbe shortened?
ATerminaton for Convenience is a unilaterattionthat can be takend shorten the termof the CA As
described above, the Private Partner would be entitledampensation

Another option is tmegotiate with the Private Partner and purchase its rights under thelfdAe
expressdnes will continue to be operated after the acquisition, it nbaypossibldor an entityto

assume the existing project debt and/or finance a portion of the acquisition by issuing additional debt
secured by Project revenue. NCDOT or NCTA could operate the acquired toll facility or contract with a
private operator.

What capacity expansions can be implementedthout paying a penalty to the Private Partner?

Under the CA, th@rivate Partner can only seek compensation for a toll revenue loss attributable to the
constructionofa  y& f A YA G SR I OO S vthat ditiindt gxistfpriontStheEfFective DEtd, I K & |
GKAOK b/5h¢xX 2N Iy SyidAadGe LdzNBdzZ yid G2 I 02y (NF Oi
I'ANRLIOS yR 2LSya G2 GNIFFAO RdANAYy3I GKS ¢SNX¥ODDE

The effective date of the CA is June 26, 2@h,theRSFAY SR GSNYXY a! ANBLI OS¢ NBTF:
extending above and below the surface boundaries of the Projglet-of-way (the existingight-of-way

and real property acquired in the name of NCDOT for construction, operation and maintenance of the
Express&nes Projedt

The definition foran UnplannedRevenue Impacting Facjlithat issubject to a compensation claim
specifically excludes all transportation projects (whether funded or unfunded) included in various
transportation plans as of March 31, 201Hde datethe financial proposals were duélhose
transportation plans included a project to construct one additional general purpose lané7imleach
direction between Exit 28 and Exit 42Zhe 20122018 TIP approved in 2011 includexiree fundingfor
right-of-way and utilities in FY 2020 but no funds for construction of that projecianuary 2014,
CRTPO included than to widen 477 in a list of projects submitted to NCDOT to be evaluated for
priority funding. Given the possibility that the {gmtial widening of 77 might be accelerated, NCDOT
amended the definition of Unplanned Revenue Impacting Fapilioy to issuing the final RFP to
specificallyexclude constructiowf general purpose lanes between Exit 28 and ExitT3& action was
intended to mitigate thepotential impact on the financial plans of the proposersabigwing than to
seek compensatiofrom NCDOTf the widening wagxpeditedandhad an adverse impact @xpress
lane revenue

The Private Partner cannot seek compengafiar anytransportation projects or facilities that are not
specifically newly constructed limited access main lanes of a highway, inchatisgnger rail and other
modes of transportation. ighway projects necessary for improved safety, maintenanagerational
purposesand mprovements undertaken to increase traffic capadaitghe corridorthrough the
installationof intelligent transportation systems, through reconstructing existing lanes, thraegifull
accesdrontage roadspr throughthe restiping of traffic lanes, medians amstoulders,are also not
subject to any compensation claim.
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What is the source of funding for payments to the Private Partner for unplanned revenue impacting

facilities?

There is no specific source of funding foréhg YLISy al G A2y LI @YSyidao b/ 5h¢Qa
monetary obligations or expend state funds is generally subject to appropriation by the North Carolina

General Assembly. As a resutimpensationpayments are contingent upon and subject to the

appropriation, allocation and availability of funds to NCDOT

Under the CA, the Private Partner has ufdor years to make aaim forcompensation (which may
include both past angrojectedrevenue lossgs Any unresolvedispute regarding whethethe Private
Partneris entitled to any compensation and the amount thereoll be resolved according to the
disputeresolutionprocedures in the CAf NCDOT does not make any lump sum or periodic payment of
a Compensation Amount when due, it bearterest at a floating rate until the amount due is paid.

Are taxpayers backstopping the toll revenue projections and guaranteeing a profit for the private
investors?

On a nonrrecourse project financing, the private investors are secured solelydosevenuesgyenerated
by the project and other assepdedged as collateral, such as cash reserves. The investors have no
recourse to NCDOT or the Private Partner if toll revenue does not meet projections.

NCDOTs providing limited credit support for the projedebt. Up to$75 million of contingent public
funding can be drawn after substantial completion of tress Lanes Projedtis Developer Ratio
Adjustment Mechanisn@RAM can only be used to pay operating expenses and debt service or to
make required dposits to debt service reserve accounts.

The DRAM does not guarantee or enhance the potential return on the private equity invested in the
Express Lanes Projecthe primary beneficiaries of the DRAM are the U.S. investors who purchased the
tax-exemptPABs and USDOT, the lender for the TIFIA IBeoviding limited credit support lowered the
overall cost of financingrhich loweed the total public contribution required from NCDOT.

What are the ramifications and remedies if the Private Partner goesmkrupt?

If the Private Partner becomes involved in amykruptcy orinsolvencyproceedings default provisions
under the CAand the financing documentsill betriggered.The Private Partner has no right to notice
or acure period for such defaultdut NCDOT has agreed, pursuanaitoagreement with the lenders
(USDOT and the investors who own the PA@sgndwritten notice tothe collateralagent acting on
their behalf Thecollateralagent will have up to 90 days after receiving the NCD@iteto exercise

the right to find aqualifiedentity to step in and back stop thabligations and performance dfie

Private Partner or tpropose a qualified substitute for the iPate Partner The rights and obligations of
all parties during the cure piexd are specified in the CAf the lenders do not exercise their rights or
NCDOT does not approve the proposed substitute, the CA can be terminated and the Private Partner will
not be entitled to receive any compensation

Similarlender protectionsare provided inthe financing agreements for all P3 projects completed in the
U.S. In the corporate world, assets can be liquidated to pay creditbes.is not the case with toll
concessions wheréhe primary asset of the private partner is the right to collect toll revenue for a
specified period of timeThe only way lenders can recover their investment isrtsure that the toll
facility continues to be operated and maintained at the standardsc#jeal in the P3 agreement.
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A relevantexample ofatoll project in the U.Sthat wasrestructured after the private sponsdited for
bankruptcyis the South Bay Expressway (SBX) in San Diego, California.

SBX, formerlR 125was financed in 2003 fopproximately $658 million and it opened to traffic in
2007. In March 2010, SBX LiRe private concession comparifited for bankruptcyprimarily because of
litigation related to the construction, but the toll road was also underperforming.

Areorganization plan confirmed by a bankruptcy court in April 2011 settled the litigation with the
construction contractor and established a new concession company (SBX LLC) under the ownership of
the constructionlenders, which includedd SDOBsthe provider ofa $172 million TIFIA loai\fter the
reorganizationlJSDOT hadew $93 million securediFIAoanwith a senior lien on the SBX revenues

and interest rates ranging between 6 percent and 14 percent (versus the 4.46 percent rate on the
original TIFA loan). USDOT also receiaggbroximately$6 millionof equity in the newcompany

In 2011, the San Diego Association of Governments (SANDR&MNetropolitan planning organization

and transit agencgnd toll operator for the San Diego regiopurchase the SBXand reduced toll rates.

The commercial lenders were paid using local sales tax revenue and USDOT received a $15 million cash
distribution. A new TIFIA loan was issued with the same terms negotiated in the reorganization plan and
USDOT may receran amount equal tthe original loan balance by 2042 wheontrol of the SBX is
scheduled to revert to Caltrans under the terms of the origh@dgreement

The SBXxample is similar to at occuredin Texas with the SH 130 proje@intraand Zachy

American Infrastructure (the SH 130 Concession Company) filed for Chapter 11 bankruptcy in March
2016. A steering committee of creditors, leddprivate investment firm md USDOJworked to

developand implement a reorganization plan for the projedh May 2017, a restructuring plan was
approved by a bankruptcy court. Details of the restructuring plan have not been released, but it is
reported thatUSDOT now owns 34 percent of a new company that will operate the toll road until 2062.
Otherclasse of creditors and project stakeholdeasdll receivecashdistributions new debt obligations

or equity shares
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6. Key Findings and Observations

The discussion below highlightertainfindings ancbservationgdrawn froma S N I révieWw dbttie
CA, he P3 procurement process amaput from thepublic andproject stakeholdes.

6.1 The Comprehensive Agreement is reasonable, but inconsistent public engagement
has undermined confidence in the P3 project delivery approach.

Mercator believes that the overadllocation of key project risks under the CA is generally appropriate
and consistent with the approach taken by other state departments of transportation on similar P3
projects. The Cprovides incentives for the Private Partner to meet its obligatichwsell aseffective
remedies for potential noiperformance

Much of thepublicfrustration with the Express Lanes Projexn be attributed to thdimited

opportunity for public input during theroject developmenperiod. NCDOT does not have a formal
process for identifying and screening projects that are potential candidates for delivery under a P3.
Subject to certain requirements under North Carolina law and oversight provisions in the P3 policy
guidelines NCDOT cainitiate a P3 solicitation for any projetiiat it determines satisfies various criteria
related topublic need, technical and financial feasibility, or project acceleratidany members of the
public did not learn that thé&xpress Lanes Projegésbeing developed as a Rhtil after the
procurement process was initiated

The rationale for undertaking the P3 was frequently stated in terms of there being no other alternative.
NCDOEstimatedthat it would cost over $500 million to wider/I7 over the ourse of 15 to 20 years.
Public agencies that focus on the ability of private financing to close a funding gap insteskd of

transfer andother potential benefits of a P3 can be vulnerable to criticism when additional public
resources are perceived tetavailable. In tis casethe enactment of theStrategicTransportation
Investments (STI) legislation in June 2013 made some hopeful that a widenng wbuld be

prioritized over the construction of express lanes that some believe will not proviatgestion relief for
drivers in the general purpose lanes. The Express Lanes Project, however, was scheduled to begin
construction prior to July 1, 2015, and therefore it is a transition project that was not subject to scoring
under the STI criteria.

When questions and concerns were raised about th@p@oach the responsdrom NCDOT was often
inadequate. Members of the public frequently cite ttaet that NCDOT did not provide any formal
response tesuggestions and questiossibmitted by local jurisdtionsin early 2016Gand it did not
disclose any findings from a meeting witie Texas Department of Transportatiteld after the SH 130
Concession Gopanyfiled for bankruptcy protection.

Finally safety issues alonfpe 26-mile construction work zoe for the Express Lanes Projeatcluding

an increase in the numbers of accidents and reportdetitis in the roadway and dust clouds, have
added to public concerns aboute Express Lanes Project
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6.2 The planning process did not provide sufficient opportunities for the public to
evaluate the relative merits of express lanes and alternatives without tolls.

Significant resources have been devoted to advanitiagexpress lanes concept in the Charlotte region.
Many individuals and organizations Wwitoncerns or questions about tlagplication of the concept in
the North I-77 corridorcame to believe that the only way to advance alternative improvemestsh as

a widening of{77,was to advocate for cancellation of tliexpress Lanes Project

Efforts to implementvariablypricedmanaged lanes in the North7l7 corridor reflect policy positions
dating back to December 2001 when NCDOT publishéd’7 SubArea Study Final Repdft.The
purpose of that study was to develop alternatives to addresdiegigand projected traffic volumes on
North F77 during peak commute periods. dugh thealternativessuch asonstructingadditional
general purpose lanesere evaluatedthe 2001 SulArea $udy reportfocused orthe need to develop
congestion managemerstrategies. The first page of the Executive Summary, for example, isthele
following statement:
Gb2 dz2NBlFYy | NBF KIF& adzO0SSR S-énlystiiteg didbhighyvay cépaciy3 Sa G A2y 6 A
generally only provides shetérm relief- within three years or so, roads are again close to full capacity
because new growth shifts to the improved corridors and commuters shift their travel back to the peak
hour. Highway widening is a finite activity because of limited availability of land and sighiieegative
impacts on adjoining homes or businesses.

There is a growing awareness in the Charlotte region that new approaches are needed to manage

congestion. Residents of the region are beginning to understand that alternative transportation swates

as HOV lanes, light rail transit, or bus rapid transit provide reliable travel times as demand grows, in stark

O2y (N} adG G2 SOSNI tSy3aldKSyAy3a |dziz O02YYdziS GAYSa & KA

One of the key recommendationstime 2001 SubArea $udy was to create HOV lanes on Nortf7
when the interstate was widened betwees8b and 4485. The recommendation was adopted and in
December 2004 hte first, and only HOV lanes iNorth Carolina wer®pened

Continued interest in and support for congies management approaches was one of the reastias
local andstate transportation agencies initiated the Charlotte Redast LaneStudyin 2007*° The
purpose of the studyvasto identify where HOVanes HOT laneandtruck-onlytoll (TOTXacilities
might provide the most benefit. THéorth I-77 corridor wasdentified as the most promising of the
twelve corridors analyzed.

Thereafter, opportunities to advan@xpresdaneson +77 were actively pursuedn 2009, the private
developer br Augustalee, a major proposed mixade development in Cornelius, proposed to fund the
widening on {77 from four to six lanes from south of Exit 23 (Gilead Road) to Exit 28 (Catawba Avenue).
MUMPO amended the STIP to includ&/lwidening and statedstpreference that the new17 lanes be

14 http://www.crtpo.orq/PDFs/A77/1-77SubArea$udyFinalReport.pdf
15 http://ww.charmeck.org/fastlanes/home.htm
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constructed asnanagedanes'® The Augustaleprojectsubsequentlywvent into foreclosureand
attempts were made to secure public funds to construct express lands’7.

After the P3 procurement process was initg an environmentalassessment was prepared for the

Express Lanes Projemtd(i KS & GF GSR LizN1J32 aS | YR iyirSeSi&e traveldimeR ST A y S|
reliabilityalongdr 1 FNRBY ! LIi26y [/ KFENI20@&KSGF20A Rly1 & (N2 KOS
relA I 0 Apfedluded the examination of additional general purposes lanes. Theptibns examined

in detail were senarios that varied the number of the express lanes along certain sectioi7§.oflhe

traffic operational analysifor the environmentahssessmenfocused orimmediate relief inthe

opening yearwhich was assumed at that time to B817. The analysitherefore dd notinclude dita

on the potential impact of express lanes (or additional general purpose lanesunre traffic

conditionsin the corridor.

6.3 Public opinion reflects uncertainty about the express lanes concept.

There is a tendency to characterize public opinion as simply being for or against something.7 Figure
below, for example, is from the PhaskREsult Summary for the Charlotte Regkast LaneStudy
completed in August 2012The pie chart summarizes responses from over 900 telephone interviews
conducted with residents from three areas in Mecklenburg and Union Counties-aBh&aneseport

states that approximately 56 percent of respondents favored the general concept of express toll lanes.

Figure 7: Public Opinion of Express Toll Lane Construction (2012 Charlotte Regidrast LaneStudy)

21%

The 56 percentepresents the 21 percent who expressed strong support and the 35 percent who were
OKIF NI OGSNRT SR a aa2YSgKF(ié &adzZILRNIAYy3 (KS 02y 0OSLJ
dopr0Y a2YSeKIG 2LII248S omMT:0 | YR pereeytOfthe {1 Y26 0O0m:>0 X
respondents did not have a firm opinion and might be open to learning more about express toll lanes.

The uncertainty reflected in the opinion poll about express toll lanes is also evident in the public
comments about théexpress Lanes Projeiany people appear to be skeptical about the claims made

16 https://www.crtpo.org/PDFs/Agenda Minutes/2®/MPO 2009 04 Apr_Minutes.pdf
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by those for and against the express lanes and do not know where to find objective information. There
clearly is a need for more effective public outreach and communication.
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7. Policy Options Recommended for Consideration

The primary purpose of this review is to identify and evaluate potential policy options that might
address questions and concerns expressed by members of the padpialing the express lanes
concept and certain provisions in ti@A.

Mercator has identified a range of options thauld be considered by NCDOT, but additional time and
resources would be required to generate cost estimateqreparetraffic and revenueanalyses and to
conduct the necessary legal and other dukgénce thatwould be required to implement anoption.

For discussion purposes, the policy options recommended for consideration have been grouped into five
general categoriesThecategories belovare not listed in order of preference and they magt he
mutually exclusive.

a. Terminate the Comprehensive Agreemeartd complete theExpresslanesProjectusing public
funding or financingasit becomes available

b. Terminate the Comprehensive Agreement and al©RTPO to determine wther express lanes
should remain in the transportation plan or be replaced or supplemented with other
improvementsbased on avéable resources

c. Negotiate modifications to the project scope and/or the terms of €% such as:

Deferingor eliminaingtolling of certain lanes,

Redudngthe financial impact on frequent ussr

Revising theruck restrictions to allowlargervehicles that camise the express lanes safely,
Encouraing greateruse ofthe express laneby allowing HO\2 for some period of timgor
Modifyingthe compensatiorprovisionsfor unplanned revenue impacting facilities

D D D D

d. Work with CRTPO to identify and advance additional improvements to address mobility issues in
the corridor.

e. Develop preliminary plans to negotiate and finance the purcluisiee Express Lanes Project
after completion

An initial evaluation of the potential policy rationaley challenges, potential costs, implementation
timeframeand relevant example®r ead optionis provided below.

7.1 Terminate the Comprehensive Agreement and complete the Express Lanes Project

Potential Policy Rationale

aSNDOIFG2NRaE NBO2YYSYRIGA2Y GKIG b/ 5h¢ O2yaARSNI I
particularconcerns about the CA or tii&xpress Lanes ProjeciVe have not identified any risks to

NCDOT or potential financial liabilities that cannot be managed if appropriate resources are provided for
project oversight.
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A potential justification for terminatig the CA andompleting theExpress Lanes Projegith public

funding or financings the need to be responsive to concerns that continue to be expressed by elected
officials at the local, county and state lewadout the P3 arrangementt would be diffcult to find a

major construction project that does not have some opposition, but sustained resistgnmeablic
officialsto a projectunder constructioris somewhatunusual.

Key Challenges

Securing the public funds required to pay the termination pemsation and to complete construction
of the ExpressLanesProjectwould be a significant challenge. Before issuing a notice of termination, it
would be important for NCDOT to identify the likely source of funds for this optiort@ddsclosehe
potential impact on other transportation projects and progranithe ExpressLanesProject is not
completed using toll financing, for example, the bonus allocation ftimelsegion has receivednder
STimay be put at risk

Potential Costs

The finaltermination payment would be determined by an independent appraiser, but the minimum is
the amount needed to repay the outstanding PABs and TIFlAalohe time of termination plus the
demabilizationcostsand otherexpenses incurred by the Private Patrand its subcontractorslf the
TIFIA loan has been fully drawn when the termination notice is given, the cost to ppsofbaet debt

will exceed $289 million.

Other costs associated with the termination of the CA include the cost to stabilize ttkezamoes along
I-77 to ensure safe trael until construction is resumednd expenses faputside attorneys and other
advisors with relevant expertigbat are retained by NCDOT to assist with themination.

The cost to complete construction of tiipressLanesProjectwill depend on the status of construction
when the CA is terminatediven corridor spending caps under STI, NCDOT will likely need to evaluate
the viability of completing the express lanes in phases that are able to function oncaadtare basis.

Implementation Timeframe

It is difficult to estimate the total amount of time required to complete a terminatidine CA provides a
process and timeframe for appointing the independent appraigieo willdetermine the fair market
valuefor purposes of the termination compensation calculatitwt the time frame for conducting the
appraisal is not limited.

The timethat would beneeded to procure a contractor to complete construction of ExpressLanes
Projectis also uncertain.

Relevant Example

In June 2017, the Indiana Department of Transportation termin#tted®3 agreement for the
construction of approximately 2miles of Interstate 69 after the private partner fell nearly two years
behind schedule due to financial difficulties.

Settlement agreements were negotiated with the private compameslved in the projectthe holders

of tax-exempt PAB, andsurety companies Bondholders will be paith0% of the outstanding principal
plus accrued interest and a premium.

44



DRAFT FOR PUBLIC COMMENT

Review of the Comprehensive Agreement for the I-77 Express Lanes Project

The Indiana Finance Authorityill issue $246 million of highway revenue bomad$und a portion of the
bond redemption and t@ompleteconstruction ofthe project which isestimated to be approximately
60% complete

7.2 Terminate the Comprehensive Agreement and the Express Lanes Project

Potential Policy Rationale

Under this option, NCDOT wouktminate the CA andtop work on the Express Lanes Project. CRTPO
would determinewhat improvements could be programmed for Nortli4 through itsannualplanning

and project prioritization process

Key Challenges

CRTPO wouldeedtime and resourceto assess th@npacis on regional transportation plansncluding

the TIP and theiaquality conformity determinationreport, if the Express Lanes Projechist

constructed Cancellation of the express lanes could also impact bonus allocation funding for the region
under STI and plans for express bus service in the corridor.

Potential Costs
The cost to NCDOT will be the termination compensatioademobilizationexpenses incurred by the
Private Partner and its subcontractpend the cost tstabiliz the work zonealong 477.

At this conceptual stage of analysis, it is not possible to identify or quantify the potential impacts on
local jurisdictbns if the Express Lanes Project were cancelled.

Implementation Timeframe
Thetotal amount oftime that would beneeded to terminate the CA is somewhat uncertain, but CRTPO
could initiate its review before the termination is complete.

The timeframe tanitiate and complete alternative projects alon@7 will depend on the required
environmental review and availability of sufficient state and federal resources for construction.

Relevant Example

In April 2015, he Virginia Department of TransportatigdDOTjerminated theP3 agreementor the
Route 460 Project after derminingthat it was unlikely the project could be completed as designed
given significant environmental permitting issues

Under the settlement agreementhe private partner agred to return $46 million of $256 mitin paid
by the state and cancelled itsaim to an additional $103 million under the contracYDOT provided
approximately $50 million to redeewutstandingtoll revenue bonds

The Route 460 project was redesigned armipplemental avironmentalimpactstatementwas

completed. The new project wasored and rankednder Virginia's project prioritization process
2017 and didhot qualify for state funding
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7.3 Negotiate modifications to the project scope and/or the terms of the CA

Potential Policy Rationale

Some of the concerns expressl by the public and local stakeholdersght be addressed by modifying
the project scope and/or the terms of the CANCDOT cannot make changes unilaterally, buightie
able to work with the Private Partner to identify modifications to the project scope or the CAdbét
help offset the cost of the ptential changes.Outlined below aresomeconcepts that night merit
further consideration:

Himinate tolling ofcertain lanes

Between Exit 23 and Exit 28, the Express Lanes Project will have two general purpose lanes and two
express lanes in each direction. To address concerns that the new expresséaymest provide

sufficient congestion relief in the existingrggral purpose lanes, it may be possible to modify the design
and convert one of thexpress lanem that section or a portion of one express larne,a general

purpose lane

Significant analysis would be required to determine if such a change is¢atiifrand financially
feasible, including detailemaffic simulations anddll revenueanalysis The change may alsopact the
air quality coformity determinationandor require approval fromthe Federal Highway Administration.
The cost of the desigrhange coulde reducedby maintaining the prohibition against heavy trucks
using thenew general purpostane.

Reducehe financial impact on local residents by establishing frequent user discoutdd credits
To address concerns of local residents who u&e frequently for relatively short trips, it may be
possible to provide discounts or toll credits based on the number of trips over a certain time period.

Revie the truck restrictions to allow certain védtes that can use the express lanes safely

The CA currentlgloes notallow motor vehicles that are larger than 20 feet in length, eight and a half
feet in width and twelve feet in heighid use the express lanes. It may be possible to modify or replace
that standard with one basesh gross vehicle weiglotr other criteria that wouldpermit access to box
trucks and other large vehicles that can use the express lanes safely.

Encourage greater use of new capacity by allowing-2@Y some period of time

Allowing HOVZehicles to use the express lardging the initialperiod of operationcould ease the
transition to HOV3+ and encourage mahévers to obtain transponders and use the express laffd®e
HOV requirement could be increasdéddo many vehicles use the express ladasing that periodand
the Private Partner is unable to maintain an averageesipf at least 45 miles per hour in the express
lanes by adjusting toll rates feingleoccupancy vehicles.

Modify the compensatioprovisionsfor unplanned revenue impacting facilities

Prior to issuance of the final RFRe tdefinition foran UnplannedRevenue Impacting Fagjiilvas
amendedto allow theproposersto seek compensatioif a specific project an additionalgeneral
purpose lanan each directiorbetween Exit 28 and Exit 3 F77 ¢ was constructed anthe additional
capacityadversdy affectedtoll revenuegenerated by the express lanet may be possible to negotiate
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a modification to theCAthat eliminates the ptential compensation after a certain daie the futureor
if certain revenue performancétesholdshave been met.

Key Challenges

To reach agreement on changes to the project scope or theNCBAOT and the Private Partrveould
need to commit senior grsonneland resourceso the effort. There is no assurance thée technical
analysis will confirm the viability of any thfe conceptsor that the parties can reach agreement on the
cost of any change.

Potential Costs
The cost to evaluate and implemteihe concepts cannot be determined until the options are refined.

Implementation Timeframe
The imeframe will depend on the options to be investigated and the resources committed to the effort.

Relevant Example

Elizabeth River Tunnels Projé¥irginia); In 2015, VDOThegotiated to eliminate tolls on one segment
of the project in exchange for a $78 million payment. Pheate partner agred to fund atoll relief
program for lowincome residentsvho use the toll facility.

405 Express LanéGalifornia); After closinga $629 million TIFIA loan in JAR17, theOrange County
Transpotation Authorityannounced that the interest savings from tfeeralloan would allowthe 405
Express Lanesvhich are expected to open in 2028,remainfree to two-person carpools during nen
peak hours for the firsthree and a half yearsof operation The express lanes will be free at all times for
vehicles with three or more people

7.4 Work with CRTPO to identify and advance additional improvements and programs

Potential Policy Rationale

Under the CA he Private Partner cannot seek compensationtfansportation mprovements
undertaken to increase traffic capacity in the corridor throuigtallingintelligent transportation
systems, through reconstructing existing lanthroughdevelopingnew full accesdrontage roads, or
through restripingraffic lanes, medians and shoulders

Feasibility studies conducteldy NCDOin 2010 includednaly®s of the possible use of shoulders for
general purpose traffion F77 between Exit 19 and Exit 28 either a paritime or fulttime basis The
evaluation of potential operational impacts indicated that the use of shoulders could improve the level
of service at ramp locations and the mainline compared to-®uitd condition. Options to enhance

transit servican the corridoror to develop new parfandride lots could also be investigated.

Key Challenges

NCDOT and CRTPOuhl need to commit resources to work with local jurisdictions to identify and
advance options that couldave a meaningful impact dongterm congestion in the corridor. Prior
feasibility studies would likely have to be redone to incorporate current traffic forecasts and the express
lanes
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Potential Costs
The cost of potential spot improvements will depesnithe scope and location and the projects would
need to be scored under STI.

Implementation Timeframe
The imeframe will depend on the options to be investigated and the resources committed to the effort.

Relevant Example

I-405Northbound Peak UsBhoulder Lane ProjeiVashington); In April 2017, the Washington State
Department of Transportation (WSDOT) opened anil@ section of the shoulder of northbounet05

to relieve congestion caused by vehicles merging onto the highvifagy shoulder, withis generally

open only during th@eak afternoon commuteaddscapacityto a section o1-405that hastwo general
purpose lanes andne express toll laneOverhead lane control signs display whether the shoulder lane
is open to traffic \ehicles ove 10,000 gross vehicle weigate prohibited from using theshoulder with

the exception of busesThe project was funded wittevenue fromthe |-405 express toll lanesvhich
opened in 2015.

Metro Expressanes Transit Rewards Progré@alifornid ¢ Frequent transit riders can earn a $5 toll
credit by taking 16 ongvay tripson certain buseshat travel on 110 and 1110during peak hoursThe
toll credits must be used atihe Metro ExpressLang$iOV lanes on-L0 and 4100 that were converted
to HOT dnes in 2012)

State Road and Tollway Author{i§RTA) Direct Xpress Bus Serf@Eaorgia ¢ SRTA plans to leverage
the express lanes currently in operation or construction in Georgeddiynng new busroutes, parkand
ride lots, andpotentially all-day Xpress service to Hartsfieldhckson Internationairport.

7.5 Examine feasibility of purchasing the Express Lanes Project after completion.

Potential Policy Rationale

NCDOT has transferred significanhstructionand financial risk to the Private Partnéifter the
ExpressLanesProjectopersto traffic, NCDOTan assesthe initial operating performance of the
express lanes andkaminethe feasibility of negotiating with the Private Partrteracquireits financid
interests. An acquisitiorof the Express Lanes Projesight allow NCDOT to implement tolling policies
that maximize throughput or achieve other objectives.

Key Challenges

The feasibility of an acquisition after project completioauld be driven by may variables beyond the
control of NCDOBuch as the level of taexempt interest rates in the future Thee is no guarantee a
transaction ould be successfullyegotiated but NCDOT would retain the option to terminate the CA
for convenience

Potential Costs

Costs to NCDOT to evaludltes option wouldincludethe expenses associated witlutsideprofessional
services, including a traffic and revenue consultant and legal and financial advikersost to acquire

the Express Lanes Projerill dependin large part on the operating performance of the express lanes
and projected toll revenue.t may be possible to fund all or a majority of the acquisition cost by issuing
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project debt secured by express lanes reveand/or by assuming responsibilityrfall or a portion of
the existing project debt

Implementation Timeframe

If this option is considered, NCDOT should undertakeali feasibility analygs during construction of
the Express Lanes Projetiut most activity andhe potential acquisitiorwould occur after the express
lanes have been operating for at least a yeatwo.

Relevant Examples

91 Express Lané€alifornig ¢ The 91 Express Lanes, arile, fourlane toll facilitylocated in Southern
California, opened to traffic in 1995. The project wWaselopedand financedy the California Private
Transportation Compan§CPTQ)nder a franchise agreement with the California Department of
Transportation.In 2001, theOrange Cuonty Transportation Authority (OCTA) initidteegotiations to
purchase the franchisi order to remove a provisiothat required CPTC to be compensated if
competing transportation improvements were built.

OCTA purchasithe 91 Express Lanes2003for $207.5 million if assumel $135 million ofprojectdebt
and pad $72.5 millionin cashto CPTE Ten months later, OCTA isduax-exempt toll revenue bonds
to retire developer debt and to reimburse a portion of funds used for acquisition

South BaExpresswayCalifornia); In 2011, the San Diego Association of Governments (SANDAG)
purchased the South Bay Express\{@BXfrom USDOT and other creditorSANDAG assumed the
outstanding TIFIA loan that was secured by SBX revenue and used locabsadgsnae to fund the
rest of the purchase price. SANDAg@uced toll rates for cash and electronic willection customers
by 20 to 40 percent after the acquisition.
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